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SECURITIES ACT 





SECURITIES ACT OF 1933 
Release No. 5450/January 7, 1974 


NOTICE OF ADOPTION OF RULE 147 UNDER THE 
SECURITIES ACT OF 1933 -- "PART OF AN ISSUE,” 
“PERSON RESIDENT,” AND “DOING BUSINESS WITH- 
IN” FOR PURPOSES OF SECTION 3(a) (11) OF THAT 
ACT 


(Effective Date March 1, 1974) 


The Securities and Exchange Commission today adopted 
Rule 147 which defines certain terms in, and clarified cer- 
tain conditions of, Section 3(a) (11) of the Securities Act of 
1933 ("the Act”). Section 3(a) (11) (the “intrastate 
offering exemption”) exempts from the registration require- 
ments of Section 5 of the Act, securities that are part of an 
issue offered and sold only to persons resident within a 
single state or territory, if the issuer is a person resident 

and doing business within that state or territory. Rule 147 
was proposed for comment in Securities Act of 1933 Re- 
lease No. 5349 (January 8, 1973). 


In developing the definitions in, and conditions of, Rule 
147 the Commission has considered the legislative history 
and judicial interpretations of Section 3(a) (11) as well as 
its own administrative interpretations. The Commission 
believes that adoption of the rule, which codifies certain of 
these interpretations, is in the public interest, since it will be 
consistent with the protection of investors and provide, to 
the extent feasible, more certainty in determining when the 
exemption provided by that Section of the Act is available. 
Moreover, the Commission believes that local businesses 
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seeking financing solely from local sources should have ob- 
jective standards to facilitate compliance with Section 3(a) 
(11) and the registration provisions of the Act, and that the 
rule will enable such businesses to determine with more 
certainty whether they may use the exemption in offering 
their securities. The rule also will give more assurance that 
the intrastate offering exemption is used only for the pur- 
pose that Congress intended, i.e., local financing of com- 
panies primarily intrastate in character. 1/ Neither Section 
3(a) (11) nor Rule 147 provides an exemption from the 
civil liability provisions of Section 12(2) of the Act, the 
anti-fraud provisions of the Act or of the Securities Ex- 
change Act of 1934 ("Exchange Act”), the registration and 
periodic reporting provisions of Section 12(g) and 13 of the 
Exchange Act, or any applicable state laws. 


Rule 147 is another step in the Commission’s continuing 
efforts to provide protection to investors and, where con- 
sistent with that objective, to add certainty, to the extent 
feasible, to the determination of when the registration pro- 
visions of the Act apply. Other recent Commission actions 
in this regard were: 


1. The adoption of Rule 144 (Securities Act Release No. 
5223); 


2. The adoption of Rule 145 (Securities Act Release No. 
5316); 


3. The announcement of revised proposed Rule 146 (Securi- 
ties Act Release No. 5430). 


This notice contains a general discussion of the back- 
ground, purpose and general effect of the rule. A brief 
analysis of each section of the rule is also included. How- 
ever, attention is directed to the attached text of the rule 
for a more complete understanding of its provisions. 


Background and Purpose 


Congress, in enacting the federal securities laws, created a 
continuous disclosure system designed to protect investors 
and to assure the maintenance of fair and honest securities 
markets. The Commission, in administering and imple- 
menting these laws, has sought to coordinate and integrate 
the disclosure system with the exemptive provisions pro- 
vided by the laws. Rule 147 is a further effort in this 
direction. 


Section 3(a) (11) was intended to allow issuers with local- 
ized operations to sell securities as part of a plan of local 
financing. Congress apparently believed that a company 
whose operations are restricted to one area should be able 


to raise money from investors in the immediate vicinity with- 


out having to register the securities with a federal agency. 
In theory, the investors would be protected both by their 
proximity to the issuer and by state regulation. Rule 147 
reflects this Congressional intent and is limited in its appli- 
cation to transactions where state regulation will be most 
effective. The Commission has consistently taken the 
position that the exemption applies only to local financing 
provided by local investors for local companies. 2/ To 
satisfy the exemption, the entire issue must be offered and 
sold exclusively to residents of the state in which the issuer 
is resident and doing business. An offer or sale of part of 
the issue to a single non-resident will destroy the exemp- 
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tion for the entire issue. 


Certain basic questions have arisen in connection with inter- 
preting Section 3(a) (11). They are: 


1. what transactions does the Section cover; 
2. what is “part of an issue” for purposes of the Section: 


3. when is a person “resident within” a state or territory 
for purposes of the Section; and 


4. what does “doing business within” mean in the context 
of the Section ? 


The courts and the Commission have addressed themselves 
to these questions in the context of different fact situations, 
and some general guidelines have been developed. Certain 
guidelines were set forth by the Commission in Securities 
Act Release No. 4434 and, in part, are reflected in Rule 
147. However, in certain respects, as pointed out below, 
the rule differs from past interpretations. 


The Transaction Concept 


Although the intrastate offering exemption is contained in 
Section 3 of the Act, which Section is phrased in terms of 
exempt “securities” rather than “transactions”, the legis- 
lative history and Commission and judicial interpretations 
indicate that the exemption covers only specific trans- 
actions and not the securities themselves. 3/ Rule 147 re- 
flects this interpretation. 


The “Part of an Issue” Concept 


The determination of what constitutes "part of an issue” 
for purposes of the exemption, i.e. what should be “inte- 
grated”, has traditionally been dependent on the facts in- 
volved in each case. The Commission notes in Securities 
Act Release 4434 that “any one or more of the following 
factors may be determinative of the question of integra- 

tion: 


"1. are the offerings part of a single plan of financing; 


"2. do the offerings involve issuance of the same class of 
security; 


"3. are the offerings made at or about the same time; 
"4. is the same type of consideration to be received; and 
“B. are the offerings made for the same general purpose.” 


In this connection, the Commission generally has deemed 

intrastate offerings to be “integrated” with those registered 
or private offerings of the same class of securities made by 
the issuer at or about the same time. 


The rule as initially proposed would have done away with 
the necessity for such case-by-case determination of what 
offerings should be integrated by providing that all securi- 
ties offered or sold by the issuer, its predecessor, and its 
affiliates, within any consecutive six month period, would 
be integrated. As adopted, the rule provides in Subparagraph 
(b) (2) that, for purposes of the rule only, certain offers 
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and sales of securities, discussed below, will be deemed not 
to be part of an issue and therefore not be integrated, but 
the rule does not otherwise define “part of an issue.” Ac- 
cordingly, as to offers and sales not within (b) (2), issuers 
who want to rely on Rule 147 will have to determine 
whether their offers and sales are part of an issue by 
applying the five factors cited above. 


The “Person Resident Within” Concept 


The object of the Section 3(a) (11) exemption, i.e., to 
restrict the offering to persons within the same locality as 
the issuer who are, by reason of their proximity, likely to 
be familiar with the issuer and protected by the state law 
governing the issuer, is best served by interpreting the 
residence requirement narrowly. In addition, the deter- 
mination of whether all parts of the issue have been sold 
only to residents can be made only after the securities 
have “come to rest” within the state or territory. Rule 147 
retains these concepts, but provides more objective 
standards for determining when a person is considered a 
resident within a state for purposes of the rule and when 
securities have come to rest within a state. 


The “Doing Business Within” Requirement 


Because the primary purpose of the intrastate exemption 
was to allow an essentially local business to raise money 
within the state where the investors would be likely to be 
familiar with the business and with the management, the 
doing business requirement has traditionally been viewed 
strictly. First, not only should the business be located 
within the state, but the principal or predominant business 
must be carried on there. 4/ Second, substantially all of 
the proceeds of the offering must be put to use within the 
local area. 5/ 


Rule 147 reinforces these requirements by providing 
specific percentage amounts of business that must be con- 
ducted within the state, and of proceeds from the offering 
that must be spent in connection with such business. In 
addition, the rule requires that the principal office of the 
issuer be within the state. 


Synopsis of Rule 147 
1. Preliminary Notes 


The first preliminary note to the rule indicates that the rule 
does not raise any presumption that the Section 3(a) (11) 
exemption would not be available for transactions which do 
not satisfy all of the provisions of the rule. The second 

note reminds issuers that the rule does not affect com- 
pliance with state law. The third preliminary note to the 
rule briefly explains that rule’s purpose and provisions. 


As initially proposed, the rule was intended not to be avail- 
able for secondary transactions. In order to make this clear, 
the fourth preliminary note indicates that the rule is avail- 
able only for transactions by an issuer and that the rule is 
not available for secondary transactions. However, in ac- 
cordance with long standing administrative interpretations 
of Section 3(a) (11), the intrastate offering exemption may 
be available for secondary offers and sales by controlling 
persons of the issuer, if the exemption would have been 
available to the issuer. 6 / 









2. Transactions Covered -- Rule 147(a) 


Paragraph (a) of the rule provides that offers, offers to sell, 
offers for sale and sales of securities that meet all the con- 
ditions of the rule will be deemed to come within the exemp- 
tion provided by Section 3(a) (11). Those conditions are: 

(1) the issuer must be resident and doing business within the 
state or territory in which the securities are offered and sold 
(Rule 147(c)); (2) the offerees and purchasers must be resi- 
dent within such state or territory (Rule 147(d)); (3) resales 
for a period of 9 months after the last sale which is part of 

an issue must be limited as provided (Rule 147(e) and (f)). In 
addition, the revised rule provides that certain offers and 
sales of securities by or for the issuers will be deemed not 
“part of an issue” for purposes of the rule only (Rule 147(b)). 


3. “Part of an Issue” -- Rule 147(b) 


Subparagraph (b) (1) of the rule provides that all securities 
of the issuer which are part of an issue must be offered, 
offered for sale or sold only in accordance with all of the 
terms of the rule. For the purposes of the rule only, sub- 
paragraph (b) (2) provides that all securities of the issuer 
offered, offered for sale or sold pursuant to the exemp- 
tions provided under Section 3 or 4 (2) of the Act or regis- 
tered pursuant to the Act, prior to or subsequent to the six 
month period immediately preceding or subsequent to any 
offer, offer to sell, offer for sale or sale pursuant to Rule 
147 will be deemed not part of an issue provided that there 
are no offers, offers to sell or sales of securities of the same 
or similar class by or for the issuer during either of these six 
month periods. If there have been offers or sales during the 
six months, then in order to determine what constitutes 
part of an issue, reference should be made to the five tradi- 
tional integration factors discussed above. 


As initially proposed the rule would have deemed all securi- 
ties of the issuer, its predecessors and affiliates offered or 
sold by the issuer, its predecessors and affiliates within any 
consecutive six month period to be part of the same issue. 
On reconsideration, the Commission believes this would be 
too restrictive and has revised the rule as discussed above. 
Since subparagraph (b) (2) does not define “part of an 
issue”, a note has been added to paragraph (b) which refers 
to the discussion of the five factors to be considered in 
determining whether a transaction is part of an issue. These 
factors are discussed in the third preliminary note to the 
rule, and should be considered in determining whether any 
offers and sales falling outside the scope of subparagraph (b) 
(2) and offers and sales made in reliance on the rule must be 
integrated. Neither Section 3(a) (11) nor Rule 147 can be 
relied upon in combination with another exemption for 
different parts of a single issue where a part is offered or 
sold to non-residents. 


As initially proposed for comment the rule provided that 
securities offered or sold by a person which was a business 
separate and distinct from the issuer and which was affi- 
liated with the issuer solely by reason of the existence of a 
common general partner would be deemed not to be part of 
the same issue. Since paragraph (b) has been revised to no 
longer automatically integrate offerings of affiliates, this 
proviso is no longer necessary and has been deleted. 


Paragraph (b), as revised, is intended to create greater 
certainty and to obviate in certain situations the need for a 
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case-by-case determination of when certain intrastate offer- 
ings should be integrated with other offerings, such as those 
registered under the Act or made pursuant to the exemp- 
tion provided by Section 3 or 4(2) of the Act. 


4. Nature of the Issuer -- Rule 147(c) -- “Person Resident 
Within” -- Rule 147 (c) (1). 


Subparagraph (c) (1) of the rule defines the situations in 
which issuers would be deemed to be “resident within” a 
state or territory. A corporation, limited partnership or 
business trust must be incorporated or organized pursuant 
to the laws of such state or territory. Section 3(a) (11) 
provides specifically that a corporate issuer must be in- 
corporated in the state. A general partnership or other 
form of business entity that is not formed under a specific 
state or territorial law must have its principal office within 
the state or territory. The rule also provides that an 
individual who is deemed an issuer, e.g., a promoter issuing 
preincorporation certificates, will be deemed a resident if 
his principal residence is in the state or territory. As in- 
itially proposed, the rule provided that in a partnership, a// 
the general partners must be resident within such state or 
territory. The Commission has reconsidered this pro- 
vision in light of the provisions applicable to corporations 
and determined to treat all business entities in a similar 
manner. 


5. Nature of the Issuer -- Rule 147(c) -- Doing Business 
Within -- Rule 147(c) (2) 


Subparagraph (c) (2) of the rule provides that the issuer will 
be deemed to be “doing business within” a state or terri- 
tory in which the offers and sales are to be made if: (1) at 
least 80 percent of its gross revenues and those of its subsi- 
diaries on a consolidated basis (a) for its most recent fiscal 
year (if the first offer of any part of the issue is made during 
the first six months of the issuer’s current fiscal year) or 

(b) for the subsequent six month period, or for the twelve 
months ended with that period (if the first offer of any 
part of the issue is made during the last six months of the 
issuer’s Current fiscal year) were derived from the operation 
of a business or property located in or rendering of services 
within the state or territory; (2) at least 80 percent of the 
issuer’s assets and those of its subsidiaries on a consolidated 
basis at the end of the most recent fiscal semi-annual period 
prior to the first offer of any part of the issue are located 
within such state or territory; (3) at least 80 percent of the 
net proceeds to the issuer from the sales made pursuant to 
the rule are intended to be and are used in connection with 
the operation of a business or property or the rendering of 
services within such state or territory; and (4) the issuer’s 
principal office is located in the state or territory. 


As proposed the issuer would have been required to meet 
the gross revenues and assets conditions at the end of the 
most recent fiscal year and its most recent fiscal quarter. 
That provision might have been difficult for many small 
businesses to satisfy and it has been revised as discussed 
above. Also a moving twelve month calculation is per- 
mitted in some instances for determining gross revenues in 
recognition of the seasonal character of some businesses. 
The revised rule also clarifies the Commission’s previous 
intention to include gross revenues of subsidiaries con- 
solidated with those of the issuer. Finally, the rule as in- 
itially proposed would have required that the issuer in- 
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tended to use and used 90 percent of the proceeds of the 
offering in connection with the operation of a business, the 
purchase of real property or the rendering of services in the 
state. This percentage has been reduced to 80 percent in the 
revised rule since it appeared to be unduly restrictive. Fur- 
ther, this is consistent with the nature of the business 
reflected in the other percentage tests. 





Finally, subparagraph (c) (2) of the rule provides that an 
issuer which has not had gross revenues from the operation 
of its business in excess of $5,000 during its most recent 
twelve month period need not satisfy the revenue test of 
subsection (c) (2) (i). 


The provisions of paragraph (c) are intended to assure that 
the issuer is primarily a local business. Many comments 

were received requesting more elaboration with respect to 
the above standards. The following examples demonstrate 
the manner in which these standards would be interpreted: 


Example 1. X corporation is incorporated in State A and 
has its only warehouse, only manufacturing plant and only 
office in that state. X‘s only business is selling products 
throughout the United States and Canada through mail 
order catalogs. X annually mails catalogs and order forms 
from its office to residents of most states and several pro- 
vinces of Canada. All orders are filled at and products 
shipped from X‘s warehouse to customers throughout the 
United States and Canada. All the products shipped are 
manufactured by X at its plant in State A. These activities 
are X‘s sole source of revenues. 





Question. \s X deriving more than 80 percent of its gross 
revenues from the “operation of a business or . . . rendering 


of services” within State A ? * 
| 


Interpretive Response. Yes, this aspect of the “doing 
business within” standard is satisfied. 


Example 2. Assume the same facts as Example 1, except 
that X has no manufacturing plant and purchases the 
products it sells from corporations located in other states. 


Question. \s X deriving more than 80 percent of its gross 
revenues from the “operation of a business or . . . rendering 
of services” within State A ? 


Interpretive Response. Yes, this aspect of the “doing busi- 
ness within” standard is satisfied. 


has its only office in that state. Y's only business is selling 
undeveloped land located in State C and State D by means } 
of brochures mailed from its office throughout the United 
States. ) 


Example 3. Y Corporation is incorporated in State B and 


Question. |s Y deriving more than 80 percent of its gross 
revenues from the “operation of a business or of property or 
rendering of services” within State B ? 


Interpretive Response. There are not sufficient facts to 
respond. If Y owns an interest in the developed land, it 
might not satisfy the “80 percent of assets” standard as well 
as the "80 percent of gross revenues” standard. Moreover, 
Y could not use more than 20 percent of the proceeds of 
any offerings made pursuant to the rule in connection with 
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the acquisition of the undeveloped land. 


Example 4. Z company is a firm of engineering consultants 
organized under the laws of State E with its only office in 
that state. During any year, Z will provide consulting 
services for projects in other states. 75 percent of Z’s work 
in terms of man hours will be performed at Z’s offices 
where it employs some 50 professional and clerical 
personnel. Z has no employees located outside of State E. 
However, professional personnel visit project sites and 
clients’ offices in other states. Approximately 50 percent 
of Z’s revenue is derived from clients located in states other 
than State E. 


Question. \s Z deriving more than 80 percent of its gross 
revenues from “rendering services” within State E ? 


Interpretive Response. Yes, this aspect of the “doing busi- 
ness within” standard is satisfied. 


Example 5. The facts are the same as in Example 4. In 
addition, ai ‘he end of Z’s most recent fiscal quarter 25 
percent of its assets are represented by accounts receivable 
from clients in other states. 


Question. Does Z satisfy the “assets” standard ? 


Interpretive Response. Yes, Z satisfies the “assets” stand- 
ard. For purposes of the rule, accounts receivable arising 
from a business conducted in the state would generally 
be considered to be located at the principal office of the 
issuer. 


6. Offerees and Purchasers: Persons Resident -- Rule 147 
(d) 


Paragraph (d) of the rule provides that offers and sales may 
be made only to persons resident within the state or terri- 
tory. An individual offeree or purchaser of any part of an 
issue would be deemed to be a person resident within the 
state or territory if such person has his principal residence 
in the state or territory. Temporary residence, such as that 
of many persons in the military service, would not satisfy 
the provisions of paragraph (d). In addition, if a person 
purchases securities on behalf of other persons, the resi- 
dence of those persons must satisfy paragraph (d). If the 
offeree or purchaser is a business organization its residence 
will be deemed the state or territory in which it has its 
principal office, unless it is an entity organized for the 
specific purpose of acquiring securities in the offering, in 
which case it will be deemed to be a resident of a state only 
if all of the beneficial owners of interests in such entity 

are residents of the state. 


As initially proposed, subparagraph (d) (2) provided that 

an individual, in order to be deemed a resident, must have 
his principal residence in the state and must not have any 
present intention of moving his principal residence to an- 

other state. The Commission believes that it would be 


difficult to determine a person’s intentions, and accordingly, 


has deleted the latter requirement. In addition, as initially 
Proposed, the rule would have deemed the residence of a 
business organization to be the state in which it was in- 
corporated or otherwise organized. The Commission be- 
lieves that the location of a company’s principal office is 
more of an indication of its local character for purposes of 


the offeree residence provision of the rule than is its state 
of incorporation. Section 3(a) (11) requires that an issuer 
corporation be incorporated within the state, but there is 
no similar requirement in the statute for a corporation that 
is an offeree or purchaser. 


7. Limitations on Resales -- Rule 147(e) 


Paragraph (e) of the rule provides that during the period in 
which securities that are part of an issue are being offered 
and sold and for a period of nine months from the date of 
the last sale by the issuer of any part of the issue, resales of 
any part of the issue by any person shall be made only to 
persons resident within the same state or territory. This pro- 
vides objective standards for determining when an issue 
“comes to rest.” The rule as initially proposed limited both 
reoffers and resales during a twelve month period after the 
last sale by the issuer of any part of the issue. However, 
the Commission believes that it would be difficult for an 
issuer to prohibit or even learn of reoffers. Thus, the 
limitation on reoffers would be impractical because, if any 
purchaser made a reoffer outside of such state or territory, 
the issuer would lose the exemption provided by the rule. 
In addition, the Commission determined that a shorter 
period would satisfy the coming to rest test for purposes of 
the rule. Thus, the twelve month period has been reduced 
to nine months. 


Persons who acquire securities from issuers in transactions 
complying with the rule would acquire unregistered securi- 
ties that could only be reoffered and resold pursuant to an 
exemption from the registration provisions of the Act. 


The Commission, as it indicated in Rel. 33-5349, con- 
sidered alternatives to the twelve month period. The Com- 
mission has determined that it is in the public interest to 
adopt a specific time period, but such period has been 
reduced to nine months and applied to resales only, which 
provides the necessary protections to investors against inter- 
state trading markets springing up before the securities 
have come to rest within the state. As an additional pre- 
caution, a note to paragraph (e) reminds dealers that they 
must satisfy the requirements of Rule 15c2-11 under the 
Securities Exchange Act of 1934 prior to publishing any 
quotation for a security, or submitting any quotation for 
publication in any quotation medium. 


A note to the rule indicates that where convertible securi- 
ties are sold pursuant to the rule, resales of either the con- 
vertible security, or if it is converted, of the underlying 
security, could be made during the period specified in 
paragraph (e) only to residents of the state. However, the 
conversion itself, if pursuant to Section 3(a) (9) of the Act, 
would not begin a new period. In the case of warrants and 
options, sales upon exercise, if done in reliance on the rule, 
would begin a new period. 


8. Precautions Against Interstate Offers and Sales -- Rule 
147(f) 


Paragraph (f) of the rule requires issuers to take steps to 
preserve the exemption provided by the rule, since any re- 
sale of any part of the issue before it comes to rest within 
the state to persons resident in another state or territory 
will, under the Act, be in violation of Section 5. The re- 
quired steps are: (i) placing a legend on the certificate or 
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other document evidencing the security stating that the 
securities have not been registered under the Act and set- 
ting forth the limitations on resale contained in paragraph 
(e); (ii) issuing stop transfer instructions to the issuer’s 
transfer agent, if any, with respect to the securities, or, 

if the issuer transfers its own securities, making a notation 
in the appropriate records of the issuer; and (iii) obtaining 
a written representation from each purchaser as to his 
residence. Where persons other than the issuer are reselling 
securities of the issuer during the time period specified in 
paragraph (e) of the rule, the issuer would, if the securities 
are presented for transfer, be required to take steps (i) and 
(ii). In addition, the rule requires that the issuer disclose 
in writing the limitations on resale imposed by paragraph 
(e) and the provisions of subsections (f) (1) (i) and (ii) and 
subparagraph (f) (2). 


Operation of Rule 147 


Rule 147 will operate prospectively only. The staff will 
issue interpretative letters to assist persons in complying 
with the rule, but will consider requests for “no action” 
letters on transactions in reliance on Section 3(a) (11) 
outside the rule only on an infrequent basis and in the 
most compelling circumstances. 


The rule is a nonexclusive rule. However, persons who 
choose to rely on Section 3(a) (11) without complying 
with all the conditions of the rule would have the burden 
of.establishing that they have complied with the judicial 
and administrative interpretations of Section 3(a) (11) in 
effect at the time of the offering. The Commission also 
emphasizes that the exemption provided by Section 3(a) 
(11) is not an exemption from the civil liability provisions 
of Section 12(2) or the anti-fraud provisions of Section 
17 of the Act or of Section 10(b) of the Securities Ex- 
change Act of 1934. The Commission further emphasizes 
that Rule 147 is available only for transactions by is- 
suers and is not available for secondary offerings. 


In view of the objectives and policies underlying the Act, 
the rule would not be available to any person with respect 
to any offering which, although in technical compliance 
with the provisions of the rule, is part of a plan or scheme 
by such person to make interstate offers or sales of securi- 


ties. In such cases, registration would be required. In addi- 


tion, any plan or scheme that involves a series of offerings 
by affiliated organizations in various states, even if in tech- 
nical compliance with the rule, may be outside the para- 
meters of the rule and of Section 3(a) (11) if what is 

being financed is in effect a single business enterprise. 


The Commission, acting pursuant to the Securities Act of 
1933, particularly Sections 3(a) (11) and 19(a) thereof, 
hereby adopts Rule 147 effective for issues of securities 
commenced on or after March 1, 1974. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1/ H. R. Rep. No. 85, 73rd Cong. 1st Sess. 6 - 7 (1933). 


354/SEC DOCKET 


H. R. Rep. No. 1838, 73rd Cong. 2nd Sess. 40 - 41 (1934), 


2/ See, e.g., Securities Act of 1933 Release No. 4434 (De- 
cember 6, 1961). 


3/ Ibid. 
4/ Chapman v. Dunn, 414 F. 2d 153 (C.A. 6, 1969). 


5/ SEC v. Truckee Showboat, Inc., 157 F. Supp. 824 (S. 
D. Cal., 1957). 


6/ Securities Act of 1933 Release No. 4434 (December 6, 
1961). 


Rule 147. “Part of an Issue,” “Person Resident,” and “Doing 
Business Within” for Purposes of Section 3(a) 


(17). 
Preliminary Notes 


1. This rule shall not raise any presumption that the exemp- 
tion provided by Section 3(a) (11) of the Act is not available 
for transactions by an issuer which do not satisfy all of the 
provisions of the rule. 


2. Nothing in this rule obviates the need for compliance 
with any state law relating to the offer and sale of the 
securities. 


3. Section 5 of the Act requires that all securities offered 
by the use of the mails or by any means or instruments of 
transportation or communication in interstate commerce be 
registered with the Commission. Congress, however, pro- 
vided certain exemptions in the Act from such registration 
provisions where there was no practical need for registra- 
tion or where the benefits of registration were too remote. 
Among those exemptions is that provided by Section 3(a) 
(11) of the Act for transactions in “any security which isa 
part of an issue offered and sold only to persons resident 
within a single State or Territory, where the issuer of such 
security is a person resident and doing business within . .. 
such State or Territory.” The legislative history of that 
Section suggests that the exemption was intended to apply 
only to issues genuinely local in character, which in reality 
represent local financing by local industries, carried out 
through local investment. Rule 147 is intended to provide 
more objective standards upon which responsible local busi- 
nessmen intending to raise capital from local sources may 
rely in claiming the Section 3(a) (11) exemption. 


All of the terms and conditions of the rule must be satisfied 
in order for the rule to be available. These are: (i) that the 
issuer be a resident of and doing business within the state or 
territory in which all offers and sales are made; and (ii) that 
no part of the issue be offered or sold to non-residents within 
the period of time specified in the rule. For purposes of the 
rule the definition of “issuer” in Section 2(4) of the Act shall 
apply. 


All offers, offers to sell, offers for sale, and sales which are 
part of the same issue must meet all of the conditions of 
Rule 147 for the rule to be available. The determination 
whether offers, offers to sell, offers for sale and sales of 
securities are part of the same issue (i.e., are deemed to be 
“integrated”) will continue to be a question of fact and will 
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depend on the particular circumstances. See Securities Act 
of 1933 Release No. 4434 (December 6, 1961). Release 
33-4434 indicates that in determining whether offers and 
sales should be regarded as part of the same issue and thus 
should be integrated any one or more of the following 
factors may be determinitive: 


(i) are the offerings part of a single plan of financing; 


(ii) do the offerings involve issuance of the same class 
of securities; 


(iii) are the offerings made at or about the same time; 


(iv) is the same type of consideration to be received; 
and 


(v) are the offerings made for the same general 
purpose. 


Subparagraph (b) (2) of the rule, however, is designed to 
provide certainty to the extent feasible by identifying cer- 
tain types of offers and sales of securities which will be 
deemed not part of an issue, for purposes of the rule 

only. 


Persons claiming the availability of the rule have the burden 


of proving that they have satisfied all of its provisions. How- 


ever, the rule does not establish exclusive standards for 
complying with the Section 3(a) (11) exemption. The 
exemption would also be available if the issuer satisfied the 
standards set forth in relevant administrative and judicial 
interpretations at the time of the offering but the issuer 
would have the burden of proving the availability of the 
exemption. Rule 147 relates to transactions exempted 

from the registration requirements of Section 5 of the Act 
by Section 3(a) (11). Neither the rule nor Section 3(a) (11) 
provides an exemption from the registration requirements 
of Section 12(g) of the Securities Exchange Act of 1934, 
the anti-fraud provisions of the federal securities laws, the 
civil liability provisions of Section 12(2) of the Act or other 
provisions of the federal securities laws. 


Finally, in view of the objectives of the rule and the pur- 
poses and policies underlying the Act, the rule shall not be 
available to any person with respect to any offering which, 
although in technical compliance with the rule, is part of a 
plan or scheme by such person to make interstate offers or 
sales of securities. In such cases registration pursuant to 
the Act is required. 


4. The rule provides an exemption for offers and sales by 
the issuer on/y. It is not available for offers or sales of 
securities by other persons. Section 3(a) (11) of the Act 
has been interpreted to permit offers and sales by persons 
controlling the issuer, if the exemption provided by that 
Section would have been available to the issuer at the time 
of the offering. See Securities Act Release No. 4434 (De- 
cember 6, 1961). Controlling persons who want to offer or 
sell securities pursuant to Section 3(a) (11) may continue 
to do so in accordance with applicable judicial and 
administrative interpretations. 


The text of the rule follows: 


(a) Transactions Covered. 


Offers, offers to sell, offers for sale and sales by an issuer of 
its securities made in accordance with all of the terms and 
conditions of this rule shall be deemed to be part of an issue 
offered and sold only to persons resident within a single 
state or territory where the issuer is a person resident and 
doing business within such state or territory, within the 
meaning of Section 3(a) (11) of the Act. 


(b) Part of an Issue. 


(1) For purposes of this rule, all securities of the issuer 
which are part of an issue shall be offered, offered for sale 
or sold in accordance with all of the terms and conditions of 
this rule. 


(2) For purposes of this rule only, an issue shall be deemed 
not to include offers, offers to sell, offers for sale or sales of 
securities of the issuer pursuant to the exemptions provided 
by Section 3 or Section 4(2) of the Act or pursuant to a 
registration statement filed under the Act, that take place 
prior to the six month period immediately preceding or 
after the six month period immediately following any 
offers, offers for sale or sales pursuant to this rule, provided 
that, there are during either of said six month periods no 
offers, offers for sale or sales of securities by or for the is- 
suer of the same or similar class as those offered, offered 
for sale or sold pursuant to the rule. 

NOTE: In the event that securities of the same 

or similar class as those offered pursuant 

to the rule are offered, offered for sale 

or sold less than six months prior to or 
subsequent to any offer, offer for sale or 

sale pursuant to this rule, see Preliminary 

Note 3, hereof as to which offers, offers to sell, 
offers for sale, or sales are part of an issue. 


(c) Nature of the Issuer. 


The issuer of the securities shall at the time of any offers 
and the sales be a person resident and doing business within 
the state or territory in which all of the offers, offers to sell, 
offers for sale and sales are made. 


(1) The issuer shall be deemed to be a resident of the state 
or territory in which: 


(i) it is incorporated or organized, if a corporation, 
limited partnership, trust or other form of business 
organization that is organized under state or 
territorial law; 


(ii) its principal office is located, if a general partner- 
ship or other form of business organization that is 
not organized under any state or territorial law; 


(iii) his principal residence is located, if an individual. 


(2) The issuer shall be deemed to be doing business within 
a state or territory if: 


(i) the issuer derived at least 80% of its gross revenues 
and those of its subsidiaries on a consolidated basis 


(A) for its most recent fiscal year, if the first offer of any 
part of the issue is made during the first six months of 
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the issuer’s current fiscal year; or 


(B) for the first six months of its current fiscal year or 
during the twelve month fiscal period ending with such 
six month period, if the first offer of any part of the 
issue is made during the last six months of the issuer's 
current fiscal year 


from the operation of a business or of real property located 
in or from the rendering of services within such state or 
territory; provided, however, that this provision does not 
apply to any issuer which has not had gross revenues in ex- 
cess of $5,000 from the sale of products or services or other 
conduct of its business for its most recent twelve month 
fiscal period; 


the issuer had at the end of its most recent semi- 
annual fiscal period prior to the first offer of any 
part of the issue, at least 80 percent of its assets 
and those of its subsidiaries on a consolidated basis 
located within such state or territory; 


(ii) 


the issuer intends to use and uses at least 80% of 
the net proceeds to the issuer from sales made pur- 
suant to this rule in connection with the operation 
of a business or of real property, the purchase of 
real property located in, or the rendering of ser- 
vices within such state or territory; and 


(iii) 


(iv) 


the principal office of the issuer is located within 
such state or territory. 


(d) Offerees and Purchasers: Person Resident 


Offers, offers to sell, offers for sale and sales of securities 
that are part of an issue shall be made only to persons resi- 
dent within the state or territory of which the issuer is a 
resident. For purposes of determining the residence of 
offerees and purchasers: 


(1) Acorporation, partnership, trust or other form of busi- 
ness organization shall be deemed to be a resident of a state 
or territory if, at the time of the offer and sale to it, it has 
its principal office within such state or territory. 


(2) An individual shall be deemed to be a resident of a 
state or territory if such individual has, at the time of the 
offer and sale to him, his principal residence in the state or 
territory. 


(3) Acorporation, partnership, trust or other form of busi- 
ness organization which is organized for the specific purpose 
of acquiring part of an issue offered pursuant to this rule 
shall be deemed not to be a resident of a state or territory 
unless all of the beneficial owners of such organization are 
residents of such state or territory. 


(e) Limitation of Resales 


During the period in which securities that are part of an is- 
sue are being offered and sold by the issuer, and for a period 
of nine months from the date of the last sale by the issuer 
of such securities, all resales of any part of the issue, by any 
person, shall be made only to persons resident within such 
state or territory. 
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1. In the case of convertible securities 
resales of either the convertible security, 

or if it is converted, the underlying security, 
could be made during the period described 

in paragraph (e) only to persons resident 
within such state or territory. For purposes of 
this rule a conversion in reliance on Section 
3(a) (9) of the Act does not begin a new period. 


2. Dealers must satisfy the requirements of 
Rule 15c2-11 under the Securities Exchange 
Act of 1934 prior to publishing any quotation 
for a security, or submitting any quotation for 
publication, in any quotation medium. 


(f) Precautions Against Interstate Offers and Sales 


(1) The issuer shall, in connection with any securities sold 
by it pursuant to this rule: 


(i) place a legend on the certificate or other document 
evidencing the security stating that the securities 
have not been registered under the Act and setting 
forth the limitations on resale contained in para- 
graph (e); 

(ii) issue stop transfer instructions to the issuer's 

transfer agent, if any, with respect to the securities, 

or, if the issuer transfers its own securities, make a 

notation in the appropriate records of the issuer; 

and 

(iii) obtain a written representation from each pur- 

chaser as to his residence. 


(2) The issuer shall, in connection with the issuance of new 
certificates for any of the securities that are part of the same 
issue that are presented for transfer during the time period 
specified in paragraph (e), take the steps required by sub- 
sections (f) (1) (i) and (ii). 


(3) The issuer shall, in connection with any offers, offers to 
sell, offers for sale or sales by it pursuant to this rule, dis- 
close, in writing, the limitations on resale contained in para- 
graph (e) and the provisions of subsections (f) (1) (i) and 
(ii) and subparagraph (f) (2). 





SECURITIES ACT OF 1933 
Release No. 5451/January 7, 1974 


SECURITIES EXCHANGE ACT of 1934 
Release No. 10586/January 7, 1974 


INVESTMENT IN INTERESTS IN WHISKY 


Virginia H. Knauer, Special Assistant to the President for 
Consumer Affairs, today joined with the Securities and Ex- 
change Commission in cautioning consumers about investing 
in interests in whisky, sometimes referred to as whisky 
warehouse receipts. These interests usually involve casks of 
Scotch malt or grain whisky warehoused in the United King 
dom, and the investor usually receives a non-negotiable re- 
ceipt, warrant or other written instrument. 
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Mrs. Knauer said that “Many American investors have been 
jured into buying whisky interests by claims that they could 
make an impressive 20 - 25% return on their investment. 
The sober truth is that many of these investors have had 
great difficulties in selling such interests. In view of the 

fact that it is difficult and economically unfeasible for them 
to bring the whisky into this country for their own con- 
sumption and in fact they do not invest with a view toward 
personal consumption, some have been forced to forfeit 
their entire investment.” 





In recent months the Securities and Exchange Commission 
and the Office of Consumer Affairs have become increasing- 
ly concerned about a substantial rise in the number of sales 
of whisky interests in this country in violation of the securi- 
ties registration, anti-fraud, and other provisions of Federal 
securities laws. Whisky interests are usually sold to the pub- 
lic under circumstances which bring them within the de- 
finition of a security in the Federal securities laws. The pro- 
ceeds are used to finance a part of the whisky production 
process; and, although the investor may be led to believe 
that profits will accrue solely or primarily from the passage 
of time as the whisky in the warehouse is aged, the investor’s 
prospective profit is in fact dependent upon certain efforts 
and services of persons other than the investor. The nature 
of the whisky industry and of these whisky interests is such 
that, notwithstanding representations to the contrary 

which may be made by the seller, the investor is, for 
example, usually dependent upon the seller or others to 
select, store and trade the whisky; the investor’s role is that 
of providing the money with the hope of a favorable return 
1/. Under the Securities Act of 1933, these securities must 
be registered with the Commission prior to any public 
offering. The Commission advised that persons who are 
solicited to invest in securities in the form of such whisky 

/ interests should insist upon a prospectus before making an 
e investment decision. 





U.S. District Courts in Rhode Island and Virginia have held 

whisky interests to be securities. 2/ Additionally, those 

courts found that the companies involved had violated the 

0 anti-fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 in connection with the 
sale of their whisky interests. 


Promotions for whisky interests offered to the public con- 
tain many instances of false and misleading statements and 
omissions of material facts both in promotional literature 

and in other representations to purchasers. The following 
are among the more common material misrepresentations 

or omissions of material facts made in connection with the 
sale of whisky interests: 


ee 


1. Arate of return of 20 to 25% per year is touted to 
investors, while in fact many investors have experienced sub- 
stantial losses. Bulk whisky is sold in negotiated trans- 
actions and is subject to fluctuations in price. 


2. Scotch whisky investments are offered and sold in terms 


ng of malt or grain whisky without disclosing that there are 
differences in the characteristics of individual whiskies pro- 

if ) duced at the various distilleries. These individual character- 
istics, which are most pronounced in the malts, result in 








differences in blender demand and hence a wide range of 
prices and varying marketability. Investors in this country 
are not informed that the whiskies being offered may be of 

















types, ages and/or quantities remaining after the blenders, 
whisky brokers in the United Kingdom, and other pro- 
fessionals have made their purchases based on their esti- 
mates of the future needs of blenders. 


3. Investofs are not told that the prices which they are 
charged for Scotch whisky interests are generally far in 
excess of the trade prices for such whisky, or that the 
“market price” information they are given is not related to 
the specific grades and types of whisky being offered. In 
some cases undisclosed mark-ups to the investor may be in 
excess of 100 percent. 


4. Investors are not told that whisky interests are often 
offered and sold to them in quanties far smaller than the 
quantities sold in the trade; that due to their small holdings, 
the unknown quality of casking and warehousing, and the 
difficulties involved in contacting and negotiating with 
Scotch whisky brokers and blenders, the investment is not 
easily disposed of and the investor is substantially dependent 
upon the person from whom he purchases to resell his hold- 
ings. 


5. Investors are not informed that by reason of their pur- 
chase and resale of whisky interests they may be liable under 
permit and speciai occupational tax provisions relating to 
dealers in liquors. 


It appears that the widespread sale of whisky interests in 
the U.S. has prompted increases in the production of 
Scotch whisky, particularly of the lower or less desirable 
grades, without regard to the requirements of blenders and 
bottlers of Scotch whiskies. It also appears that pressure 
tactics are being employed by several companies in the offer 
and sale of whisky interests. For example, prospective 
investors are informed that they must act quickly because 
of a purportedly short supply of whisky or because of a 
purportedly imminent rise in prices. Investors are told that 
investments in whisky interests are of “blue chip” quality, 
and the highly speculative aspects of such investment are 
not disclosed. Furthermore, investors are not informed that, 
in view of the absence of an organized trading market, they 
may be unable to sell their whisky interests. 


The Commission has recently received an indication that 
American investors may be pressured into selling their 
whisky interests to the warehouseman at a discount or in 
exchange for interests in new whisky in order to avoid 
prospective fees to be charged by the warehouseman for re- 
moving the whisky to another bonded warehouse. 


Explaining that the sale of “whisky interests usually in- 
volves an investment scheme which is directed to consumers 
who have little knowledge of the risks involved, ” Mrs. 
Knauer urged potential investors to be cautious when in- 
vesting in any kind of foreign alcoholic beverage. Adding 
that both the Office of Consumer Affairs and the Com- 
mission are receiving consumer complaints in this area, Mrs. 
Knauer joined with the Commission in asking consumers who 
may have information regarding possible fraudulent practices 
in the sale of whisky interests or similar schemes to write or 
call the nearest Commission Regional or Branch Office. 


1/ See Securities Act Release No. 5018. 


2/ SEC v. M.A. Lundy Associates, et al., 362 F. Supp. 226 
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SEC v. Haffenden-Rimar International, Inc., et al., 362 F. 
Supp. 323 (E.D. Va., 1973), appeal pending, C.A. 4, No. 
73-2297 (whisky interests sold by Haffenden-Rimar). 








(D.R.1. 1973) (whisky interests sold by Scotch Whisky Ltd.); 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 10545A/January 11, 1974 


ERRATUM 
On December 11, 1973, an order was issued (Securities Ex- 


change Act Release No. 10545) granting an application of 
the New York Stock Exchange, Inc., to strike from listing 


and registration the common stock of National General Cor- 


poration, the common stock, 5 -%2% convertible sub- 
ordinated debentures, due 1991, and the 9 -%2% debentures, 
due 1990, of Equity Funding Corporation of America and 
the common stock and 5 -'%2% convertible subordinated 
debentures, due 1991, of U.S. Financial, Inc., all effective 
at the opening of business on December 10, 1973. 


Subparagraph (a) of the release should be corrected to read: 


"(a) Asaresult of a tender offer by American Financial, 
which expired October 17, 1973, fewer than 500,000 
shares of National General common stock remain 


publicly-held.” 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10586/January 7, 1974 


See Securities Act Release No. 5451/January 7, 1974. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10587/January 9, 1974 


STATISTICAL SERIES 
Release No. 2637/January 9, 1974 


The Securities and Exchange Commission announced today 
the publication of the December 1972 directory of com- 
panies filing annual reports with the Commission. The list 
of companies is presented alphabetically and classified by 
industry groups. 


The directory covers 10, 273 companies filing annual re- 
ports under the Securities Exchange Act of 1934 as of De- 
cember 31, 1972. The directory includes companies with 
securities listed on national securities exchanges, companies 
with securities traded over the counter which are registered 
under Section 12(g) of the Securities Exchange Act, and 
certain companies filing pursuant to Section 15(d) of the 
Securities Exchange Act as a result of having securities 
registered under the Securities Act of 1933. 


The following groups are excluded: 
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. Investment companies registered under the Investment 
Company Act of 1940. 





2. Governments and political subdivisions thereof. 
3. Registrants incorporated in a foreign country. 


4. Issuers of voting trust certificates, and stockholders’ and 
bondholders’ protective committees. 


5. Employee stock purchase and saving plans. 


The industry groups are based on the Enterprise Standard 
Industrial Classification (1972) developed by the Office of 
Management and Budget, Executive Office of the President. 


Copies are available from the Superintendent of Documents, 
U. S. Government Printing Office, Washington, D. C. 20402. 
The price is $3.85 per copy. In addition, copies of the 
directory are available for public inspection at the Central 
Office and the Regional and Branch Office. of the Com- 
mission. 











SECURITIES EXCHANGE ACT OF 1934 
Release No. 10588/January 8, 1974 


} 
{ 
The Securities and Exchange Commission announced pur- : 
suant to Section 15(c) (5) of the Securities Exchange Act of 
1934 the temporary suspension of over-the-counter trading 
in the common stock of Botar Corporation, Suite E-6, 2951 ) 
Bayshore Drive, Coconut Grove, Florida 33133, for a ten- 

day period commencing at 1:15 p.m. (EDT) on January 8, 

1974 and continuing through January 17, 1974. 


The suspension was initiated because questions have arisen 
as to whether Botar has ever owned a 6,085 acre tract of 
land in Missouri, which it values at $1,217,000 and which it 
lists as its principal asset. Moreover, Botar which acquired 
the assets of Sircor Scientific Inc. of Roslyn, New York, in 
January 1973 has been and is delinquent in filing periodic \ 
and annual reports with the Commission as required by 
Section 15(d) of the Securities Exchange Act of 1934. 


~~ 


The Commission cautions broker-dealers, shareholders and } 
prospective purchasers that they should consider carefully 

the foregoing information along with all other currently 
available information and any information subsequently is- ) 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at ) 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he had complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. If 
any broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
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Commission will consider the need for prompt enforcement 


action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10589/January 9, 1974 


The Securities and Exchange Commission announced the 
temporary suspension of over-the-counter trading in all of 
the securities of Philipsborn Incorporated, (“Philipsborn”), 
of Forestville, Maryland, pursuant to Section 15(c) (5) of 
the Securities Exchange Act of 1934 for a ten-day period 
commencing January 9, 1974 at 12:30 p.m. (EDT) through 
midnight (EDT) January 18, 1974. 


The Commission initiated the suspension because Philips- 
born’s 10-K for the fiscal year ended July 31, 1973, which 
has not yet been filed, will reflect a net loss of approximate- 
ly $1.6 million as a result of closing and liquidating 15 

large stores in the New Jersey, Pennsylvania and Baltimore 
areas. Further, the Company’s long-term creditors under 
outstanding subordinated notes have notified the Company 
of an “Event of Default.” In addition, the Commission is 
advised that Philipsborn is considering, among other things, 
making a Chapter XI filing under the U.S. Bankruptcy laws 
or considering a potential sale of its business. The Com- 
mission is ordering the ten-day suspension in order that the 
investing community may have ample time to assimilate this 
adverse financial and business information. The company 
has requested the Commission to suspend trading in its 
securities and has advised the Commission that it is prepared 
to issue a letter to shareholders and a press release setting 
forth these facts on January 9, 1974. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently is- 
sued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that pursuant to Rule 15c2-11 under the Exchange Act, no 
quotation may be entered unless and until they have strictly 
complied with all of the provisions of said rule. If any 
broker or dealer has any questions as to whether or not he 
has complied with said rule, he should not enter any quo- 
tation but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain as 

to what is required by Rule 15c2-11 he should refrain from 
entering quotations relating to the securities in question 
until such time as he has familiarized himself with said rule 
and is certain that all of its provisions have been met. If 

any broker or dealer enters any quotation which is in vio- 
lation of said rule, the Commission will consider the need 
for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10590/January 9, 1974 


Admin. Proc. File No. 3-4246 


In the Matter of 





HOLLAND ANDREWS & PERRIER, INC. 
56 Ampton Gardon 
Point Claire, Quebec 


ALAN PERRIER 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Sections 15(b), 15A and 
19(a) (3) of the Securities Exchange Act, an offer of settle- 
ment was submitted by Holland Andrews and Perrier, Inc. 
("Holland"), a Canadian broker-dealer formerly registered 
with the Quebec Securities Commission, and Alan Perrier 
(“Perrier”), who was its vice-president, secretary and 
treasurer. For the purpose of these and any other proceed- 
ings before the Commission and without admitting or deny- 
ing the allegations of the order for proceedings, respondents 
agreed to findings of willful violations of Section 5 of the 
Securities Act of 1933 and to the entry of an order im- 
posing certain remedial sanctions against them. 


Upon the recommendation of its staff, the Commission 
determined to accept the settlement offer. On the basis of 
the order for proceedings and the settlement offer, it is 

found 1/ that during the period from about September, 

1971 to about June, 1972, respondents willfully violated 
Sections 5(a) and (c) of the Securities Act of 1933 by 
offering, selling and delivering shares of the common stock of 
Accurate Calculator Corp. when no registration statement was 
filed or in effect as to said securities pursuant to the Securi- 
ties Act. 


The offer of settlement provides that Holland and Perrier 
may be barred from association with a broker or dealer pro- 
vided that after a period of two years Perrier may reapply to 
become so associated in a nonsupervisory capacity upon an 
appropriate showing that he will be adequately supervised. 


In light of the foregoing, it is in the public interest to impose 
the sanctions consented to in the offer of settlement. 


Accordingly, 1T 1S ORDERED that Holland Andrews & 
Perrier, Inc., and Alan Perrier be, and they hereby are, 
barred from association with a broker or dealer, provided 
that after a period of two years Perrier may reapply to be- 
come so associated in a non-supervisory capacity upon an 
appropriate showing that he will be adequately supervised. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ These findings are not binding upon any other re- 
spondents named in the above proceedings. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8175/January 10, 1974 


NOTICE OF PROPOSED AMENDMENTS TO RULES 14a- 
3 and 14c-3 UNDER THE SECURITIES EXCHANGE ACT 
OF 1934 TO IMPROVE DISCLOSURE IN ANNUAL RE- 
PORTS FURNISHED TO SECURITY HOLDERS PUR- 
SUANT TO THOSE RULES, AND TO IMPROVE DIS- 
SEMINATION OF ANNUAL REPORTS TO SECURITY 
HOLDERS AND OF ANNUAL REPORTS ON FORM 10-K; 
AND ADOPTION OF AMENDMENTS TO ITEM 7 OF 
SCHEDULE 14A UNDER THAT ACT (FILE NO. S7-504) 


(Comment Period Expires March 15, 1974) 


The Commission is proposing for comment amendments 

to Rules 14a-3 and 14c-3 of its Proxy and Information 
Statement Rules under Sections 14(a) and 14(c), respective- 
ly, of the Securities Exchange Act of 1934 ("Exchange 
Act”). The Commission also has adopted amendments to 
Item 7 of Schedule 14A under the Exchange Act. These 
rules deal with the information required to be furnished to 
security holders in connection with meetings of security 
holders and the solicitation of proxies. The proposed 
amendments would require that more meaningful business 
and financial information concerning the issuer be furnished 
in the annual report to security holders. (as indicated in 


paragraph (b) (10) of the proposed rules, most of the amend- 


ments would not relate to Investment Companies registered 
under the Investment Company Act of 1940). In addition, 
in order to assure that security holders actually receive the 
annual report, the proposed amendments would require that 
if the issuer knows that any securities entitled to vote at a 
meeting are held of record by brokers, dealers, banks or 
certain other persons, the issuer should obtain from such 
record ownets information as to the number of beneficial 
owners and should provide enough copies of the proxy 
material and, if the solicitation relates to a meeting at 
which directors are to be elected, of the annual report so 
that each beneficial owner can receive copies. In addition, 
the issuer would be required to pay the reasonable expenses 
of sending such material to the beneficial owners. 1/ 


The proposed amendments would also require that an is- 
suer include in its annual report to security holders a state- 
ment that the issuer will provide a copy of the issuer’s 
most recent Annual Report on Form 10-K to a security 
holder on request. 


The purposes of these proposed amendments is to improve 
the disclosure in annual reports furnished to security 
holders, without impinging on the freedom of management 
to include information that it considers to be of interest to 
security holders, and to improve the dissemination of the 
annual report to security holders and of the annual report 
on Form 10-K filed with the Commission. 2/ The purpose 
of the amendments to Item 7 of Schedule 14A is to con- 
form the threshold materiality standard in the Proxy Rules 
for disclosure of remuneration and other transactions to 
that in Form 10-K. 


Disclosure in Annual Report to Security Holders 
Rule 14a-3 provides that any solicitation of security holders 


made on behalf of management and relating to an annual 
meeting of security holders at which directors are to be 
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elected must be accompanied or preceded by a written 
proxy statement conforming to Schedule 14A and that each 
proxy statement must be accompanied or preceded by an 
annual report to security holders. The annual report must 
contain certain financial information, as set forth in sub- 
paragraphs (b) (1), (b) (2), and (b) (3) of the Rule. Rule 
14c-3, relating to the furnishing of information statements, 
is substantially similar. This annual report to security 
holders is one of the most widely read disclosure documents, 
and potentially the best suited for communicating infor- 
mation in an informative, readable and understandable 
form to security holders and potential investors. The de- 
tailed disclosure required in annual reports on Form 10-K 
is of significant value to securities analysts. Many anaiysts 
have ready access to such reports and are able to arilyze 
their contents. Form 10-K reports, however, are of littic 
direct vaiue to the average security holder who do not 
have such access and may not have the necessary back- 
ground and experience to analyze the contents. The Com- 
mission believes that it is necessary to recoo':ize the varying 
information needs of different users <-; f ~ :nctal disclosure 
documents. The Commission considers it essentiel, there- 
fore, that the annual report to security holders ccntain 
meaningful information about the coinpany. In the last 
few years, amendments have been made to the various 
reporting forms under the Exchange -Act which have, in the 
Commission's view, significantly improved disclosure in 
reports which are filed with the Commission. The Com- 
mission’s objective in proposing these amendments is like- 
wise to improve disclosure in the annual report to security 
holders. 


The Commission’s proposals are based in part on recom- 
mendations of the Industrial Issuers Advisory Committee 
which were submitted to the Commission on December 22, 
1972. 3/ That Committee specifically recommended that 
Rules 14a-3 and 14c-3 be amended to require that annual 
reports include a brief description of the business of the is- 
suer, line of business disclosures and five year summary of 
earnings consistent with Form 10-K, explanatory comment 
on material changes in financial condition in the past year, 
identification of principal executive officers and directors 
and discussion of principal accounting policies and changes 
in such policies. In addition, the Commission has con- 
sidered ideas expressed in the New York Stock Exchange 
White Paper, Recommendations and Comments on Fin- 
ancial Reporting to Shareholders and Related Matters 4/, 
and has considered its own experience in dealing with 
proxy statements and annual reports to security holders, as 
well as with reports required to be filed with the Com- 
mission. 


The Commission is proposing to amend Rules 14a-3 and 
14c-3 to require that all annual reports furnished to security 
holders pursuant thereto contain the description of business 
presently required in reports of an issuer soliciting proxies 
pursuant to the Proxy Rules for the first time together with 
the lines of business and classes of products or services 
information required by Items 1(c) (1) and 1(c) (2) of 
Form 10-K (Proposed Rules 14a-3(b) (6) and 14c3(b) (6)). 
In addition, the substance of the information required by 
Item 2, “Summary of Operations”, of Form 10-K and by 
any guides adopted by the Commission thereto, would be 
required to be included (Proposed Rules 14a-3(b) (4) and 
14c3(b) (4)). In particular, this would include the textual 
introduction to the summary of operations, explaining 
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changes in operating and nonoperating revenues and 
expenses, to be required by Proposed Guide 1 to the Pro- 
posed Guides for the Preparation and Filing of Registration 
Statements and Reports under the Exchange Act, if such 
guide is adopted (Securities Act Release No. 5443, De- 
cember 12, 1973). Further, the Commission is proposing 
to add a Note to Rules 14a-3 and 14c-3 reminding issuers 
that no charts, graphs or similar presentation of a financial 
nature should present information in a light more or less 
favorable than the financial statements. The proposed 
amendments would also require that the financial state- 
ments that are presented as required by existing Rule 14a-3 
(b) (1) be certified for the two most recent fiscal years, 
rather than for only the most recent. This is consistent 
with the Form 10-K requirements. To supplement this 
financial disclosure in the annual report, the proposed 
amendments would also require management to include 
such textual information as would, in its opinion, indicate 
the nature and scope of the liquidity position and of the 
working capital requirements of the issuer. Depending on 
the issuer’s business and operations, this should include a 
discussion of peak seasonal demands for working capital, 
availability and cost of credit, policies associated with 

the extension of credit to customers, purchase commit- 
ments related to inventories, policies followed as to the 
magnitude of inventory to be maintained, and future fin- 
ancing requirements and plans. (Proposed Rules 14a-3(b) 
(5) and 14c-3(b) (5)). The object of these requirements 
would be to provide information to security holders about 
the financial position of the issuer in enough detail, and 
with enough explanation, that the information is meaning- 
ful to the security holder. 


The two other types of information that the proposed 
amendments would require be included in the annual re- 
port relate to the identity of management and the identity 
and performance of the market for the issuer’s securities. 

A requirement is proposed to be added that the executive 
officers and the directors of the issuer be named in the 
annual report and, at a minimum, that the employment and 
business affiliation, if any, of such persons be set forth. 


(Proposed Rules 14a-4(b) (7) and 14c-3(b) (7)). In addition, 


the proposed amendments would require that the annual 
report identify the principal market in which the securities 
of any class entitled to vote are traded; that the report 

state the high and low sales prices or range of bid and asked 
quotations for such securities, in the absence of sales in- 
formation, for each quarterly period within 2 years and 
further that the report state the dividends paid on such 
securities during such 2 years and the issuer’s dividend 
policy with respect to such securities (Rules 14a-3(b) (8) 
and 14c-3(b) (8). 


In connection with these requirements for inclusion of sub- 
stantive information in the annual report, the proposed 
amendments also contain a Note to the effect that the 
information required could be presented in any form 
deemed suitable by management, including an appendix or 
other separate section of the annual report, provided that 
the attention of the security holders is called to the present- 
ation. 


At the present time, a description of business, an identi- 
fication of the officers and directors, and at least a five 
year summary of operations (often ten years) are included 
in many annual reports. The Commission is of the opinion 


that this information, and the other specified information 
discussed above should be included in all annual reports be- 
cause such information is important to a security holder’s 
understanding and evaluation of the management for whom 
he is being asked to vote and of his investments. 


The Commission believes that the proposed amendments, if 
adopted, would not significantly increase burdens on is- 
suers since the information required in the annual report to 
security holders would be substantially the same infor- 
mation as that required to be reported on the issuer’s Form 
10-K. Also, the annual report would retain its status as a 
non-filed document and as non-proxy soliciting material 
pursuant to Rules 14a-3(c) and 14c-3(b), so that it would 
continue not to be subject to the express civil liability pro- 
visions of Section 18 of the Exchange Act or to Rule 14a-9 
thereunder and the "free writing” aspect of the report 
would be preserved. There would continue to be no pre- 
filing review by the Commission staff of the annual report. 
It should be noted by issuers, however, that their annual 
reports are now, and will continue to be, subject to the 
anti-fraud provisions of Rule 10b-5 under Section 10(b) of 
the Exchange Act. 


Dissemination of the Annual Report 


The Commission is concerned that, although the annual 
report to security holders is the most successfully dis- 
seminated disclosure document, some security holders 
whose securities are held in street name or otherwise by re- 
cord holders, are not receiving copies of the annual report 
or of proxy solicitation material. The issuer will normally 
have only the names and addresses of the record holders, in 
many cases brokers, dealers, or banks, which, for conven- 
ience or other reasons, are holding the securities on behalf 
of the beneficial owner. 


The Information Statement Rules under the Exchange Act 
contain a requirement in Rule 14c-7 that, if the issuer knows 
that securities of any class entitled to vote at a meeting are 
held of record by a broker, dealer, bank or voting trustee, or 
their nominees, the issuer must inquire of such record 
holder whether other persons are the beneficial owners. If 
there are other beneficial owners, the rule requires the is- 
suer to obtain from the record holder information as to the 
number of copies of the information statement, and if an 
annual report is required, of the annual report, necessary to 
supply these documents to the beneficial owners of the 
securities. The issuer is then required to supply as many 
copies as are needed and to pay reasonable expenses to the 
record holder for completing the mailing of the material to 
the beneficial owners. 


The Commission is now proposing to adopt a similar rule 
under the Proxy Rules to require that the issuer perform 
the same functions in making sure that beneficial owners 

of securities held by certain record holders receive copies of 
the proxy statement, the proxy card, and the annual report 
to security holders, if one is required. The issuer would 
also be required to pay reasonable expenses of the record 
holder for completing the mailing of the material to the 
beneficial owners 


The Commission believes that this requirement would im- 
prove the dissemination of the annual reports without im- 
posing a substantial burden on the issuers. The issuer 






SEC DOCKET/361 








would be required by the proposed Rule 14a-3(d) to make 
inquiry of certain record holders only where it knew that 
securities were held of record. In addition, many issuers 
already do what the proposed rule would require because 
they are interested in reaching as many of their security 
holders as possible in order to obtain proxies and in order 
to maintain good communication with their security hold- 
ers. 


Dissemination of the Issuer’s Annual Report on Form 10-K 


Although the proposed amendments to the Proxy and In- 
formation Rules described herein would, if adopted, sig- 
nificantly improve the disclosure in the annual report to 
security holders, there are some security holders who are 
interested in more detailed and extensive information of 
the type that appears in the issuer’s Report on Form 10-K 
filed with the Commission pursuant to Rule 13a-1 under 
the Exchange Act. The Commission has received letters 
from security holders complaining of the difficulty of 
obtaining copies of their company’s Form 10-K. Such 
Report is available to the public through the Commission, 
but obtaining it may be burdensome or expensive for the 
average stockholder. 


The Commission believes that the issuer should provide a 
copy of its Report on Form 10-K for its most recent fiscal 
year to any security holder who is solicited for a proxy and 
who requests a copy. In order to accomplish this, the Com- 
mission is proposing to amend Rule 14a-3(b) (9) to pro- 
vide that the management's proxy statement contain an 
undertaking in bold-face type to provide to each person 
solicited, upon his written request, a copy of the issuer's 
annual report filed, or to be filed, with the Commission for 
the issuer’s last fiscal year. 5/ 


Amendments to Item 7 of Schedule 14A 


The Commission has adopted amendments to Items 7(a), 
(d) and (f) of Schedule 14A -- /nformation Required in 
Proxy Statement. \tem 7 requires disclosure of re- 
muneration and other transactions with management and 
others. The amendments revise the standard of materiality 
for such disclosure from $30,000 to $40,000 and conform 
the standard in the proxy statement to that presently re- 
quired in Form 10-K. The Commission finds that these 
amendments are a relaxation of disclosure requirements to 
conform certain of the disclosure required in proxy state- 
ments relating to remuneration and other transactions to 
that required in annual reports on Form 10-K from regis- 
trants not required to file proxy statements. Accordingly, 
the Commission feels that publication for comment pur- 
suant to the Administrative Procedure Act is not required. 


The Commission makes the foregoing proposals pursuant to 
Sections 14(a) and (c) and Section 23(a) of the Securities 
Exchange Act of 1934. 


All interested persons are invited to submit their views and 
comments on these proposals in writing to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549, on or before March 15, 1974. All 
such communications should refer to File No. S7-504, and 
will be available for public inspection. 
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The Commission has taken action to adopt the Amendments 








to Item 7 of Schedule 14A pursuant to Sections 14(a) and 
23(a) of the Securities Exchange Act of 1934. The Com- 
mission finds that the amendments to Item 7 of Schedule 
14A relieve a restriction and that publication of the Rule 
pursuant to Section 553(d) of the Administrative Procedure 
Act is not required. Accordingly, the amendments to Item 
7 of Schedule 14A are adopted effective as of the date of 
this release with respect to proxy statements filed on or 
after that date. 





By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The Note to Rules 14a-3(b) and 14c-3(a) would con- 
tinue to be applicable. Those notes provide the require- 
ment for sending an annual report to security holders of re | 
cord having the same address will be satisfied by sending 
only one copy to such address, if such record holders agree 
in writing. This does not however, relieve a record holder 
from any obligation to send a copy of the report to another 
person. 





2/ If the proposed amendments are adopted, the Com- 
mission will consider withdrawing its proposed amendment 

to Form 10-K that would have required generic disclosure 

in the Form 10-K of items of information disclosed inthe | 
Form 10-K but not in the annual report to security holders | 
(Securities Exchange Act of 1934 Release No. 9576 (April 
20, 1972)). 


3/ See Report of the Industrial Issuers Advisory Committee 
to the Securities and Exchange Commission, Washington, D. 
C., December 22, 1972, pages 7 - 8 and 25 - 32. 


4/ New York Stock Exchange, Recommendations and 
Comments on Financial Reporting to Shareholders and Re- 
lated Matters, a White Paper, December 17, 1973. 


5/ Also as proposed the undertaking would apply to is- 
suers filing annual reports on other forms such as Form 12- 
K. 


TEXT OF PROPOSED AMENDMENTS 
(Changes from existing Rules underlined) 


Rule 14a-3. Information to be Furnished to Security 
Holders 


(a) [No change] 


(b) If the solicitation is made on behalf of the manage- 
ment of the issuer, and relates to an annual meeting of 
security holders at which directors are to be elected, each 
proxy statement furnished pursuant to paragraph (a) shall 
be accompanied or preceded by an annual report to security 
holders as follows: ; 


(1) The report shall contain, in comparative columnar form, 
such financial statements for the last two fiscal years, pre- | 
pared on a consistent basis, as will the opinion of the manage 
ment adequately reflect the financial position of the is- 
suer at the end of each such year and the results of its 
operations for each such year: Provided, however, that 
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Company Act of 1940 need include such financial state- 
ments only for the last fiscal year. Consolidated financial 
statements of the issuer and its subsidiaries shall be in- 
cluded in the report if they are necessary to reflect ade- 
quately the financial position and results of operations of 
the issuer and its subsidiaries, but in such case the in- 
dividual statements of the issuer may be omitted even 
though they are required to be included in reports to the 
Commission. Such financial statements, other than the 
notes thereto, shall be in roman type at least as large and as 
legible as 8 - point modern type. All notes to such financial 
statements shall be in roman type at least as large and as 
legible as 10-point modern type. All such type shall be 
leaded at least 2 points. The Commission may, upon the 
request of the issuer, permit the omission of financial state- 
ments for the earlier of such 2 fiscal years upon a showing 
of good cause therefor. 


(2) Any differences, reflected in the financial statements 
included in the report to security holders, from the 
principles of consolidation or other accounting principles 
or practices, or methods of applying accounting principles 
or practices, applicable to the financial statements of the 
issuer filed or proposed to be filed with the Commission, 
which have a material effect on the financial position or 
results of operation of the issuer, shall be noted and the 
effect thereof reconciled or explained in the financial 
statements in such report. Financial statements included 

in the report may, however, omit such details or employ 
such condensation as may be deemed suitable by the 
management: Provided, that such statements, considered as 
awhole in the light of other information contained in the 
report shall not by such procedure omit any material 
information necessary to a fair presentation or to make the 
financial statements not misleading under the circum- 
stances. 


(3) The financial statements for the last 2 fiscal years re- 
quired by Subparagraph (b) (1) shall be certified by in- 
dependent public or certified accountants, unless (i) the 
corresponding statements included in the issuer’s annual 
report filed or to be filed with the Commission for the 
same fiscal years are not required to be certified, or (ii) the 
Commission finds in a particular case that certification 
would be impracticable or would involve undue effort 

or expense. 


(4) The report shall contain a summary of operations in 
substantially the form required by Item 2 of Form 10-K 
under the Act. 

Note: Registrants also should consider any applicable 
guidelines for the preparation and filing of regis- 
tration statements and reports under the Act 
issued by the Commission which relate to Item 2 
of Form 10-K. 


(5) The report shall include such textual information as 
will, in the opinion of management, indicate the nature and 
scope of the liquidity and working capital requirements of 
the issuer. Matters that should be considered include peak 
seasonal demands for working capital, availability and cost 
of credit, policies associated with the ex tension of credit to 
customers, purchase commitments related to inventories, 
policies followed as to the magnitude of inventory to be 
maintained, and future financing requirements and plans. 








Note: 


No chart, schedule, “financial highlights” section, 
graph, figure, or similar material of a financial 
nature contained anywhere in the report shall 
present the results of operations or other material 
financial information for two or more periods, in 
a light either more or less favorable than the 
financial statements included in the report. 


(6) The report shall also contain such information as to the 
business done by the issuer and its subsidiaries during the fis- 
cal year as will, in the opinion of the management, indicate 
the general nature and scope of the business of the issuer 
and its subsidiaries. In addition the report shall contain 

the same information required by Item 1(c) (1), “Infor- 
mation as to lines of business” and Item 1(c) (2) “I/n- 
formation as to classes of similar products and services” of 
Form 10-K. 


(7) The report shall contain, at a minimum, the name, 
principal occupation or employment and the name and 
principal business of any organization in which such employ- 
ment is carried on, for each director and each of the 
executive officers of the corporation. 

Note: The Term executive officer is defined in Item 8 
of Form 10-K. 


(8) The report shall identify the principal market in 

which securities of any class entitled to vote at the meeting 
are traded, and shall state the high and low sales prices for 
such securities (or, in the absence of such information, the 
range of bid and asked quotations) for each quarterly period 
within the most recent 2 years and the dividends paid on 
such securities during such 2 years and a statement of the 
issuer's dividend policy with respect to such securities. 

Note: The information required by subparagraphs (b) 
(4) through (8) may be presented in any form 
deemed suitable by management, including an 
appendix or other separate section of its annual 
report, provided that the attention of security 
holders is called to such presentation in an appro- 
priate manner. 


(9) Subject to the foregoing requirements, the annual re- 
port to security holders may be in any form deemed suit- 
able by the management; provided that the management's 
proxy statement contains an undertaking in bold face type 
to provide to each person solicited, on the written request 
of any such person, a copy of the issuer’s annual report 
filed or to be filed with the Commission pursuant to Rule 
13a-1 under the Act for the issuer's last fiscal year. 


(10) Subparagraphs (b) (4) through (b) (9) shall not apply 
to an investment company registered under the Investment 
Company Act of 1940. Subject to the requirements of 
subparagraphs (b) (1) through (3), the annual report to 
security holders of such investment company may be in any 
form deemed suitable by management. 


(11) [Nochange] [formerly the second paragraph of Sub- 
paragraph (b) (5)). 


Note: The requirement for sending an annual report to 


security holders of record having the same address 
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will be satisfied by sending at least one report to 
a holder of record at that address provided that 
those holders of record to whom a report is not 
sent agree thereto in writing. Nothing herein shall 
be deemed to relieve any person so consenting of 
any obligation to obtain or send such annual re- 
port to any other person. 


(c) [No change] 


(d) /f the issuer knows that securities of any class entitled 
to vote at a meeting in respect of which the issuer intends 
to solicit proxies, consents or authorization are held of 
record by a broker, dealer, bank or voting trustee, or their 
nominees, the issuer shall inquire of such record holder 
whether other persons are the beneficial owners of such 
securities and, if so, the number of copies of the proxy and 
other soliciting material and, in the case of an annual 
meeting at which directors are to be elected, the number of 
copies of the annual report to security holders, necessary to 
supply such material to such beneficial owners. The is- 
suer shall supply such record holder with additional copies 
in such quantities, assembled in such form and at such a 
place, as the record holder may reasonably request in 

order to address and send one copy of each to each bene- 
ficial owner of securities so held and shall, upon the 
request of such record holder, pay its reasonable expenses 
for completing the mailing of such material to security 
holders to whom the material is sent. 


Rule 14c-3. Annual Report to be Furnished Security 
Holders 


(a) If the information statement relates to an annual meet- 
ing of security holders at which directors are to be elected, 
it shall be accompanied or preceded by an annual report 
to security holders as follows: 


(1) The report shall contain, in comparative columnar form, 
such financial statements for the last two fiscal years, pre- 
pared on a consistent basis, as will the opinion of the 
management adequately reflect the financial position of 

the issuer at the end of each such year and the results of 

its operations for each such year: Provided, however, that 
investment companies registered under the Investment Com- 
pany Act of 1940 need include such financial statements 
only for the last fiscal year. Consolidated financial state- 
ments of the issuer and its subsidiaries shall be included in 
the report if they are necessary to reflect adequately the 
financial position and results of operations of the issuer and 
its subsidiaries, but in such case the individual statements 

of the issuer may be omitted even though they are 

required to be included in reports to the Commission. Such 
financial statements, other than the notes thereto, shall be 
in roman type at least as large and as legible as 10-point 
modern type. All such type shall be leaded at least 2 points. 
The Commission may, upon the request of the issuer, per- 
mit the omission of financial statements for the earlier of 
such 2 fiscal years upon a showing of good cause therefor. 


(2) Any differences, reflected in the financial statements 
included in the report to security holders, from the prin- 
ciples of consolidation or other accounting principles or 
practices, or methods of applying accounting principles 
or practices, applicable to the financial statements of the 
issuer filed or proposed to be filed with the Commission, 
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which have a material effect on the financial position or 
results of operation of the issuer, shall be noted and the 
effect thereof reconciled or explained in such report. Fin- 
ancial statements included in the report may, however, 
omit such details or employ such condensation as may be 
deemed suitable by the management: Provided, that such 
statements, considered as a whole in the light of other 
information contained in the report shall not be such pro- 
cedure omit any material information necessary to a fair 
presentation or to make the financial statements not mis- 
leading under the circumstances. 








(3) The financial statements for the last 2 fiscal years 
required by subparagraph (a) (1) shall be certified by in- 
dependent public or certified accountants, unless (i) the 
corresponding statement included in the issuer’s annual 
report filed or to be filed with the Commission for the 
same fiscal years are not required to be certified, or (ii) the 
Commission finds in a particular case that certification 
would be impractical or would involve undue effort or ex- 
pense. 





(4) The report shall contain a summary of operations in 
substantially the form required by Item 2 of Form 10-K 
under the Act. 


Note: 
guidelines for the preparation and filing of 
registration statements and reports under the Act 
issued by the Commission which relate to Item 2 | 
of Form 10-K. 


Registrants also should consider any applicable | 


(5) The report shall include such textual information as 
will, in the opinion of management, indicate the nature and 
scope of the liquidity and working capital requirements of 
the issuer. Matters that should be considered include peak 
seasonal demands for working capital, availability and cost 
of credit, policies associated with the extension of credit to 
customers, purchase commitments related to inventories, 
policies followed as to the magnitude of inventory to be 
maintained, and future financing requirements and plans. 
Note: Nochart, schedule, “financial highlights” section, 
graph, figure, or similar material of a financial 
nature contained anywhere in the report shall 
present the results of operations or other material 
financial information for two or more periods, in 
a light either more or less favorable than the fin- 
ancial statements included in the report. 


(6) The report shall also contain such information as to the } 
business done by the issuer and its subsidiaries during the 
fiscal year as will, in the opinion of the management, 
indicate the general nature and scope of the business of the 
issuer and its subsidiaries. In addition the report shall con- 
tain the same information required by Item 1(c) (1), “In- 
formation as to lines of business” and Item 1(c) (2) “In- 
formation as to classes of similar products and services” of 
Form 10-K. 


(7) The report shall contain, at a minimum, the name, 
principal occupation or employment and the name and 
principal business of any organization in which such 
employment is carried on, for each director and each of the 
executive officers of the corporation. 
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Note: The term executive officer is defined in Item 8 
of Form 10-K. 


(8) The report shall identify the principal market in which 
securities of any class entitled to vote at the meeting are 
traded, and shall state the high and low sales prices for such 
securities (or, in the absence of such information, the range 
of bid and asked quotations) for each quarterly period 
within the most recent 2 years and the dividends paid on 
such securities during such two years and a statement of 

the issuer’s dividend policy with respect to such securities. 


Note: The information required by subparagraph (a) (4) 
through (8) may be presented in any form deemed 
suitable by management, including an appendix or 
other separate section of its annual report, pro- 
vided that the attention of security holders is 
called to such presentation in an appropriate 
manner. 


(9) Subject to the foregoing requirements, the annual 
report to security holders rnay be in any form deemed suit- 
able by the management; provided that the information 
statement contains an undertaking in bold face type to 
provide to each person furnished a copy of such statement, 
on the written request of any such person, a copy of the 
issuer’s annual report for the last fiscal year filed or to be 
filed with the Commission pursuant to Rule 13a-1 under 
the Act. 
Note: The requirement for sending an annual report to 
security holders of record having the same address 
will be satisfied by sending at least one report to 
a holder of record at that address provided that 
those holders of record to whom a report is not 
sent agree thereto in writing. Nothing herein shall 
be deemed to relieve any person so consenting of 
any obligation to obtain or send such annual 
report to any other person. 


(10) Subparagraphs (b) (4) through (b) (9) shall not apply 
to an investment company registered under the Investment 
Company Act of 1940. Subject to the requirements of 
subparagraphs (b) (1) through (3), the annual report to 
security holders of such investment company may be in 
any form deemed suitable by management. 


Amendments to Item 7 of Schedule 14A 


Item 7. Remuneration and Other Transactions with 
Management and Others. 


(a) Furnish the following information in substantially the 
tabular form indicated below as to all direct remuneration 
paid by the issuer and its subsidiaries during the issuer’s 
last fiscal year to the following persons for services in all 
Capacities: 


(1) Each director of the issuer whose aggregate direct 
remuneration exceeded $40,000 and each of the three 
highest paid officers of the issuer whose aggregate direct 
remuneration exceeded that amount, naming each such 
director and officer. 


(b) No Change 







(c) No Change 
(d) *** 
Instructions. 
1. No change 
2. No change 


3. (i) Where the total market value on the granting dates of 
the securities called for by all options granted during the 
period specified does not exceed $10,000 for any officer or 
director named in answer to paragraph (a) (1), or $40,000 
for all officers and directors as a group, this item need not be 
answered with respect to options granted to such person or 
group. (ii) Where the total market value on the dates of 
purchase of all securities purchased through the exercise of 
options during the period specified does not exceed $10,000 
for any such person or $40,000 for such group, this item 
need not be answered with respect to options exercised by 
such person or group. (iii) Where the total market value as 
of the latest practicable date of the securities called for by 
all options held at such time does not exceed $10,000 for 
any such person or $40,000 for such group, this item need 
not be answered with respect to options held as of the speci- 
fied date by such person or group. 


(e) No Change 
iq 
Instructions. 
1. No Change 


2. No information need be given in answer to this Item 7 
(f) as to any transaction where - 


(c) the amount involved in the transaction or a series of 
similar transactions, including all periodic installments in the 
case of any lease or other agreement providing for periodic 
payments or installments, does not exceed $40,000; or 


(g) No Change 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10592/January 10, 1974 
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FIVE STAR INVESTMENT CO. 
1902 Ritchie Highway 

Glen Burnie, Maryland 
(8-15895) 


PAUL ISAACS 
EDWARD W. ISAACS 
THOMAS FOY, JR. 
WILLIAM J. HAIG 
HAROLD W. RUMMELL 
NICHOLAS GUIDARA 
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JAMES F. TRAINOR 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these proceedings pursuant to Section 15(b) of the Securi- 


ties Exchange Act, Five Star Investment Company ("regis- 
trant”), a registered broker-dealer, Paul Isaacs and Edward 
W. Isaacs, former directors of registrant, and Thomas Foy, 
Jr., William J. Haig, Harold W. Rummell, Nicholas Guidara 
and James F. Trainor, former salesmen of registrant, sub- 
mitted offers of settlement. 


Without admitting or denying the allegations in the order 
for proceedings and for the purpose of these or any other 
proceedings before the Commission, the respondents agreed 
to certain findings of willful violations of the securities laws 
as alleged in the order, and to the imposition of certain 
remedial sanctions against them. 


On the basis of the order for proceedings and the offers of 
settlement it is found that: 


1. During the period from about December 16, 1970, to 
about October 27, 1971, respondents willfully violated and 
aided and abetted violations of Sections 5(b) and 17(a) of 
the Securities Act and Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder in connection with the offer 
and sale of Class Acommon stock of Five Star Foods Cor- 
poration of Maryland (“Foods”). They made misrepresenta- 
tions concerning, among other things, the relationship of 
Foods to other and successful food services companies; the 
construction of 800 new food facilities during the next 
eight years; the financial condition of Foods and the pro- 
spective value of its stock; and the risks to purchasers if 
sufficient shares of Foods steck were not sold pursuant to 
the public offering. Respondents also caused Foods stock 
to be transported for sale and delivery without such stock 
being preceded or accompanied by a prospectus meeting 
the requirements of Section 10(a) of the Securities Act. 


2. During the period from about September 17, to October 
27, 1971, registrant, P. Isaacs, E. Isaacs, Rummell, Guidara 
and Trainor willfully violated and aided and abetted vio- 
lations of Section 5(a) of the Securities Act by selling and 
delivering Foods stock when no registration statement re- 
garding such securities was in effect. 


3. During the period from about May 1, 1970 to about 
April 14, 1972, registrant willfully violated and aided 
violations of Sections 5(a), 5(c) and 17(a) of the Securities 
Act and Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder. It offered, sold and delivered (a) investment 
contracts and participations in profit-sharing agreements 
involving interests in the gross proceeds of the sale by Foods 
of its Class A common stock and (b) the common stock of 
PEI Foods, Inc., when no registration statement was filed 
or in effect under the Securities Act regarding such securi- 
ties. Furthermore, registrant made material misrepresent- 
ations concerning, among other things, the use of investors’ 
funds to organize registrant's office, train its salesmen and 
qualify the issue of Foods stock and registrant's salesmen 
in states where Foods’ stock was to be sold, and the trans- 
fer restrictions placed on PEI stock. 


4. During the period from about January 11, 1971 to about 
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June 15, 1971, Foy willfully violated Section 17(a) of the 
Securities Act and Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in that he converted to his personal 
use monies paid to him by customers for the purchase of 
Foods stock. 


Registrant agreed to an order revoking its broker-dealer 
registration. P. Isaacs and E. Isaacs agreed to an order bar- 
ring them from association with any broker or dealer pro- 
vided that after one year each may apply to the Commission 
for permission to re-enter the securities business in a non- 
supervisory capacity upon showing that each will be appro- 
priately supervised. Foy agreed to an order barring him 
from association with any broker or dealer. Haig, Rummell, 
Guidara and Trainor each agreed to an order suspending 
them from association with any broker or dealer, Haig fora 
period of 180 days and the others for 60 days each, and 
they also agreed that at the end of the suspension periods, 
each would deliver an affidavit to the Commission’s Region- 
al Office stating therein that each had complied with such 
sanctions. Thereafter each may become associated with a 
broker or dealer in a supervised capacity upon an appro- 
priate showing to the Commission that he will be adequate- 
ly supervised. 


In view of the foregoing, it is in the public interest to im- 
pose the remedial sanctions to which the respondents have 
consented. 


Accordingly, 1T 1S ORDERED, subject to the above agree- 
ments and conditions, that (1) the registration as a broker- 
dealer of Five Star Investment Co. be, and it hereby is, re- 
voked; (2) Paul Isaacs and Edward W. Isaacs be, and they 
hereby are, barred from association with any broker or 
dealer; (3) Thomas Foy, Jr., be, and he hereby is, barred 
from association with any broker or dealer; and (4) William 
J. Haig for a period of 180 days, and Harold W. Rummell, 
Nicholas Guidara and James F. Trainor, for periods of 60 
days each, be, and they hereby are, suspended from asso- 
ciation with any broker or dealer. The suspensions shall be 
effective with the opening of business on January 21, 1974. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10593/January 10, 1974 


The Securities and Exchange Commission announced the 
temporary suspension of the over-the-counter trading in the 
securities of Hawaii Furniture Lease, a Utah corporation 
doing business in Honolulu, Hawaii, for a ten-day period 
commencing at 1:45 p.m. (EDT) on January 10, 1974 and 
terminating at midnight (EDT) January 19, 1974. 


The suspension was initiated because of the unavailability of 
adequate and accurate information concerning the com- 
pany’s financial condition. 


Hawaii Furniture Lease has requested the Commission to 
suspend trading in its stock. The company has represented 
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to the Commission that it is in the process of preparing cur- 
rent financial statements which will be distributed to the 
public. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediate- 
ly contact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, D. C. 

lf any broker or dealer is uncertain as to what is required 

by Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10594/January 11, 1974 


Admin. Proc. File No. 3-3811 
In the Matter of 

THOMAS J. DONAHUE, JR. 
231 Spruce Street 
Philadelphia, Pennsylvania 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TION 


In these proceedings under the Securities Exchange Act, 
Thomas J. Donahue, Jr. has submitted an offer of settle- 


ment. Solely for the purpose of settlement of these proceed- 


ings and without admitting or denying the allegations of the 
order for proceedings, respondent consented to findings of 
misconduct as alleged against him in that order and to the 
entry of an order imposing a remedial sanction. 


Upor: the recommendation of its staff, the Commission 
determined to accept the offer. 


On the basis of the offer of settlement and the order for 
proceedings it is found that during the period from about 
December 8, 1970 to July 6, 1972, respondent willfully 
violated and willfully aided and abetted violations of Sec- 
tion 17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder in connection 
with the ofter, sale and purchase of the common stock of 
Pied Piper Yacht Charters Corporation. Among other 
things, he participated in activities involving the establish- 
ment and manipulation of the market for the Pied Piper 
stock, and the quotation of prices for the stock which were 









not related to the supply and demand for or the intrinsic 
value of the stock. In addition, respondent effected trans- 
actions for his customers when he made no inquiry into 
Pied Piper’s affairs and knew nothing concerning its busi- 
ness, and failed to disclose that he was being protected 
against loss in his market transactions. 1/ 


The offer of settlement provides that respondent may be 
suspended from association with any broker, dealer, invest- 
ment company or investment adviser for 15 days, following 
which he may become so associated in a non-proprietary 
and supervised capacity. 


Under the Circumstances, it is appropriate in the public 
interest to impose the remedial sanction specified in the 
offer of settlement. 


Accordingly, 1T IS ORDERED that commencing with the 
opening of business on January 28, 1974, Thomas J. 
Donahue, Jr. be, and he hereby is, suspended from being 
associated with any broker, dealer, investment company or 
investment adviser for a period of 15 days, following which 
he may become so associated in a non-proprietary and super- 
vised capacity. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding upon any other 
respondents named in these proceedings. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18248/January 4, 1974 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 

Wilmington, Delware 19899 

(70-5444) 


NOTICE OF PROPOSED FINANCING OF POLLUTION 
CONTROL FACILITIES INVOLVING THE SALE AND 
REPURCHASE OF SAID FACILITIES AND ISSUANCE 
AND SALE OF PULLUTION CONTROL NOTES PUR- 
SUANT TO AN AGREEMENT WITH STATE DEVELOP- 
MENT AUTHORITY; EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power & Light 
Company ("Delmarva"), a registered holding company, has 
filed an application-declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a), 7, 9(a) (1), 10, and 12(d) 
of the Act and Rules 44(b) (3) and 50 promulgated there- 
under as applicable to the following proposed transactions. 
All interested persons are referred to the application-decla- 
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ration, which is summarized below, for a complete state- 
ment of the proposed transactions. 


Delmarva, Atlantic City Electric Company, Philadelphia 
Electric Company, and Public Service Electric and Gas 
Company (“Companies”) are owners, as tenants in common, 
of two nuclear electric generating units ("Units 2 and 3”) 
being constructed at the Peach Bottom Atomic Power 
Station in Peach Bottom Township, York County, Penn- 
sylvania. Delmarva’s undivided interest in said units is 
7.51%. It is expected that Units 2 and 3 will be placed in 
commercial operation in early 1974 and the fall of 1974, 
respectively. The total cost of the two units is estimated at 
approximately $776,000,000, to be shared among the 
Companies according to their respective ownership interests. 


In order to comply with applicable state and federal 
environmental control standards with respect to air and 
water quality, it was necessary to construct, as part of 
Units 2 and 3, certain pollution control facilities (”Facili- 
ties”), designed for the abatement of atmospheric and 
water pollution and the disposal of sewage and solid waste. 
The Companies, including Delmarva, propose to enter into 
a Pollution Control Facilities Agreement (“Agreement”) 
with the York County Industrial Development Authority 
(“Authority”), an instrumentality of the Commonwealth of 
Pennsylvania, under which the Authority would undertake, 
among other things, the financing of the Facilities, as more 
fully described below. 


The Agreement provides that each Company will transfer 
to the Authority it’s interest in the Facilities as it presently 
exists, subject to the lien of each Company’s existing first 
mortgage indenture, and will be reimbursed for its cost of 
acquiring and constructing the property so transferred. 
Title to various portions of the Facilities will be in the 
Authority during the course of construction. Upon com- 
pletion of each such portion, however, title to that portion 
will be conveyed to the Companies. 


The Authority, upon request of each Company, will 
finance the Facilities through the sale, separately in respect 
of the portion of the Facilities costs attributable to each 
such Company, of the Authority’s Pollution Control 
Revenue Bonds (”Bonds”) in one or more series, at the 
times, in the amounts, at the interest rates and for prices 
approved by that Company. Bonds in respect of each 
Company will be issued under a separate trust indenture 
(“Indenture”) with a corporate trustee (“Trustee”) approved 
by that Company. The maximum aggregate principal 
amount of Bonds proposed to be issued in respect of Del- 
marva is $11,000,000, which Bonds may be issued in one 
or more series the timing of which will be determined by 
prevailing market conditions but in any event not later than 
Decernber 31, 1974. All Bonds will be subject to redemp- 
tion prior to maturity at the option of the Authority, upon 
the direction of the particular Company, after they have 
been outstanding for 10 years; the initial redemption price 
will be 103% of principal amount, declining anriually at the 
rate of 42% for six years after which time the Bonds may be 
redeemed at par. A portion of the Bonds may be issued in 
serial form carrying various maturity dates, which, when 
combined with mandatory sinking fund requirements, 
would retire at least 25% of the aggregate principal amount 
of the Bonds prior to maturity of the remaining term 
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Bonds. Application has been made on behalf of the Author. 
ity and the Companies to the Internal Revenue Service for 
its ruling that interest on the Bonds will be exempt from 
Federal income taxation. Delmarva states that while it is 
not possible to ascertain in advance precisely the interest 
rate which may be obtained in connection with the is- 
suance of the Bonds, it has been advised that similar tax- 
exempt bonds have historically carried an annual interest 
rate approximately 1-%% lower than comparable taxable 
long-term bonds. 


The proceeds from the sale of the Bonds issued in respect 
of each of the Companies will be placed in a separate ac- 
count in a Construction Fund administered by an inde- 
pendent escrow agent and will be disbursed for that Com- 
pany’s share of the cost of the Facilities, including interest 
on the related Bonds, in the manner specified in the Agree- 
ment and allowed by the Indenture with respect to the 
related Bonds. Payments from the Construction Fund will 
be charged against each Company’s account according to its 
ownership interest in Units 2 and 3. 


Upon completion of construction, each Company will pur- 
chase from the Authority an undivided interest in the 
Facilities corresponding to its proportionate interest in 
Units 2 and 3, for a purchase price equal to the principal 
amount of the Bonds issued in respect of such Company. 
To satisfy its obligation to pay its proportionate share of 
the total purchase price, each Company, concurrently with 
the issue and delivery by the Authority of each series of 
Bonds related to that Company, will execute and deliver to 
the Trustee under the related Indenture its non-negotiable 
Pollution Control Obligations (“Notes”) corresponding to 
such Bonds in principal amount, interest rate, maturity 
dates, sinking fund and redemption provisions, designed to 
service such Bonds. Pursuant to that obligation, Delmarva 
proposes to issue to the appropriate Trustee not more than 
$11,000,000 principal amount of Delmarva’s Notes, which 
Notes will be secured by a lien on Delmarva’s undivided 
interest in the Facilities, subject only to the lien of the 
mortgage securing Delmarva’s outstanding First Mortgage 
and Collateral Trust Bonds. 


It is contemplated that the Bonds will be sold by the 
Authority pursuant to arrangements between the Author- 
ity and The First Boston Corporation and Drexel Burnham 
& Co. Incorporated. Delmarva will not be a party to the 
underwriting agreement for the Bonds to be issued in re- 
spect of Delmarva, but such agreement will provide that the 
terms of such Bonds and of their sale by the Authority shall 
be satisfactory to Delmarva. 


Delmarva states that the Public Service Commission of the 
State of Delaware has jurisdiction over its proposed is- 
suance of Notes and the transfer of title to portions of the 
Facilities, and that no other State or Federal commission, 
other than this Commission, has jurisdiction over the pro- 
posed transactions by Delmarva. 


Delmarva requests that the issuance of its Notes be 
excepted from the competitive bidding requirements of 
Rule 50 by reason of clause (a) (5) thereof on the grounds 
that the Notes will be issued for the acquisition of property 
by the issuer and the interest rates thereon are to be deter- 
mined by an issuance of securities which is not subject to 
the provisions of the Act. 
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NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than January 29, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-decla- 
rant at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become ef- 
fective as provided in Rule 23 of the General Rules 

and Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 

as it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18250/January 10, 1974 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 
(70-5441) 


NOTICE OF PROPOSED ISSUE AND SALE OF 450,000 
SHARES OF PREFERRED STOCK AT COMPETITIVE 
BIDDING AND ISSUE OF BONDS FOR SINKING FUND 
PURPOSES 


NOTICE IS HEREBY GIVEN that Ohio Edison Company 
("Ohio Edison”), a registered holding company and a pub- 
lic-utility company, has filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6(a) and 7 of the 
Act and Rule 50 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are refer- 
red to the declaration, which is summarized below, for a 









complete statement of the proposed transactions. 


Ohio Edison proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
450,000 shares of its % Preferred Stock, $100 par value. 
The dividend rate of the preferred stock (which will be a 
multiple of 0.04%) and the price, exclusive of accrued 
dividends, to be paid to Ohio Edison (which will not be less 
than $100 nor more than $102.75 per share) will be deter- 
mined by the competitive bidding. The terms will include 
a prohibition until February 1, 1979, against refunding the 
issue, directly or indirectly, with the proceeds of funds de- 
rived from the issuance of debt securities at a lower ef- 
fective interest cost or of other preferred stock at a lower 
effective dividend cost. 


The proceeds from the sale of the preferred stock will be 
used for the acquisition of property, the construction, com- 
pletion, extension, renewal, or improvement of Ohio 
Edison’s facilities, or for the improvement of its service, or 
for the repayment of unsecured short-term debt, estimated 
to be outstanding at the time of issue in the amount of 
$5,000,000, incurred for, or for the reimbursement of its 
treasury for expenditures made for, such purposes. 


Ohio Edison also proposes, on or about May 1 and Novem- 
ber 1, 1974, to issue $9,106,000 principal amount of its 
First Mortgage Bonds 3-%% Series of 1955 due 1985, under 
the provisions of its Indenture dated as of August 1, 1930, 
to Bankers Trust Company, Trustee, as amended and supple- 
mented. The sinking fund bonds are to be of the series pro- 
vided for by the Twelfth Supplemental Indenture dated as 
of May 1, 1955, and will be surrendered to the Trustee in 
accordance with the sinking fund provisions. The bonds are 
to be identical with those authorized by the Commission on 
September 7, 1973 (Holding Company Act Release No. 
18086), and are to be issued on the basis of unfunded 
property additions. Ohio Edison estimates that, after 

giving effect to the issuance of sinking fund bonds, un- 
funded net property additions will amount to approximately 
$192,000,000 as of October 31, 1973. 


It is stated that the issue and use of the sinking fund bonds 
and the issue and sale of the preferred stock are subject to 
the jurisdiction of The Public Utilities Commission of Ohio 
and that no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. The fees and expenses to be paid 
in connection with the sinking fund bonds are estimated at 
$1,600, including counsel fees of $500. The fees and 
expenses to be paid in connection with the issuance and 
sale of the preferred stock will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 31, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issued of 
fact or law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such 
request should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
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of an attorney-at-law, by certificate) should be filed with 
the request. At any time after said date, the declaration, as 
filed or as it may be amended, may be permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18251/January 10, 1974 


In the Matter of 


PENNSYLVANIA POWER COMPANY 
1 East Washington Street 

New Castle, Pennsylvania 16103 
(70-5442) 


NOTICE OF PROPOSED ISSUE OF FIRST MORTGAGE 
BONDS FOR SINKING FUND PURPOSES, ISSUE AND 
SALE OF PREFERRED STOCK AT COMPETITIVE BID- 
DING, AND AMENDMENT OF CHARTER 


NOTICE IS HEREBY GIVEN that Pennsylvania Power Com- 


pany (“Pennsylvania”), an electric utility subsidiary com- 
pany of Ohio Edison Company, a registered holding com- 
pany, has filed an application-declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act”), designating Sections 6(a) (2) and 6 


(b) of the Act and Rule 50 promulgated thereunder as appli- 


cable to the proposed transactions. All interested persons 
are referred to the application-declaration, which is sum- 
marized below, for a complete statement of the proposed 
transactions. 


Pennsylvania proposes to issue $1,109,000 principal 
amount of First Mortgage Bonds, 3-’%4% Series due 1982 to 
the First National City Bank, as trustee, under its Indenture 
dated November 1, 1945, as amended and supplemented 
(particularly by the Third Supplemental Indenture dated 


February 1, 1952) and to surrender such sinking fund bonds 


to the trustee in accordance with the sinking fund require- 
ments. The sinking fund bonds are to be identical with 
those authorized by the Commission on February 28, 1973 
(Holding Company Act Release No. 17895) and due to be 
issued on the basis of property additions. Pennsylvania 
proposes to use the sinking fund bonds solely to obtain the 
inclusion in its general funds of the sinking fund payments 
on deposit and required to be made on or before December 
1, 1974, with the trustee under the sinking fund provisions 
of the Indenture. The cash so acquired by Pennsylvania 
will be applied toward its cash requirements in 1974. 


Pennsylvania also proposes to issue and sell, subject to the 
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competitive bidding requirements of Rule 50 under the Act, 
80,000 shares of its % preferred stock, $100 par value. 
The dividend rate of the preferred stock (which will be a 
multiple of 0.04%) and the price, exclusive of accrued 
dividends, to be paid to Pennsylvania (which will not be less 
than $100 nor more than $102.75 per share) will be deter- 
mined by the competitive bidding. The terms will in- 
clude a prohibition until February 1, 1979, against refund- 
ing the issue, directly or indirectly, with the proceeds of 
funds derived from the issuance of debt securities at a 
lower effective interest cost or of other preferred stock ata 
lower effective dividend cost. 





The net proceeds from the sale of the preferred stock will 
be used by Pennsylvania to construct and acquire new 
facilities and to improve existing facilities, to repay bank 
loans incurred for such purposes, estimated to aggregate 
$1,400,000 at the time of the sale of the preferred stock, 
and to reimburse its treasury in part for monies expended 
for such purposes. 


The application-declaration states that Pennsylvania present- 
ly has 60,951 shares of authorized and unissued preferred 
stock and that, to provide for the presently proposed sale 
and future additional sales, the company proposes to in- 
crease its authorized number of shares of preferred stock, 
with a par value of $100 per share, from 320,000 shares to 
500,000 shares. In connection with said proposed increase 
of authorized shares, Pennsylvania must seek the consent 
and approval of its sole voting stockholder, Ohio Edison 
Company. The company is advised that Ohio Edison Com- 
pany proposes to give such consent and approval. 


It is stated that the Pennsylvania Public Utility Commission 
has jurisdiction over the proposed issue and sale of the sink- 
ing fund bonds and the preferred stock and that no other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
actions. The fees and expenses to be incurred in connection 
with the sinking fund bonds are estimated at $2,000, includ- 
ing counsel fee of $500. The fees and expenses to be paid 
in connection with the issuance and sale of the preferred 
stock will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 31, 1974, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said application-declaration which he 
desires to controvert; or he may request that he be notified 
if the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D. C. 20549. A copy 
of such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-decla- 
rant at the above-stated address,-and proof of service (by 
affidavit or, in case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as filed or as it may be 
amended, may be granted and permitted to become ef- 
fective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Com- 
mission may grant exemption from such rules as provided 
in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hearing 
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or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18252/January 10, 1974 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 
(70-5416) 


ORDER AUTHORIZING ISSUE AND SALE OF 
$35,000,000 PRINCIPAL AMOUNT OF BONDS AND 
250,000 SHARES OF PREFERRED STOCK AT COM- 
PETITIVE BIDDING AND AMENDMENT OF CHARTER 


Public Service Company of Oklahoma ("Public Service”), 
an electric utility subsidiary company of Central and South 
West Corporation, a registered holding company, has filed 
an application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 6(b), and 7 of 
the Public Utility Holding Company Act of 1935 ("Act”) 
and Rule 50 promulgated thereunder regarding the follow- 
ing proposed transactions. 


Public Service proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 promulgated 
under the Act, $35,000,000 principal amount of First 
Mortgage Bonds, Series M, due January 1, 2004. The 
interest rate of the bonds (which shall be a multiple of 1/8 
of 1%) and the price, exclusive of accrued interest, to be 
received by Public Service (which shall be not less than 99% 
nor more than 102-%% of the principal amount) will be 
determined by the competitive bidding. The bonds will be 
issued under the Indenture of Mortgage or Deed of Trust 
dated July 1, 1945, of Public Service to The First National 
Bank and Trust Company of Tulsa, as Trustee, as hereto- 
fore supplemented and as to be further supplemented by a 
Supplemental Indenture to be dated January 1, 1974. The 
bonds may not be redeemed prior to January 1, 1979, with 
funds borrowed at a lower effective interest cost. 


Public Service also proposes to amend its charter to increase 
the authorized shares of its preferred stock from 350,000 
shares to 700,000 shares and to issue and sell, subject to 

the competitive bidding requirements of Rule 50 under the 
Act, 250,000 shares of its authorized but unissued __—% 
Preferred Stock (cumulative, $100 par value). The dividend 
rate (which shall be a multiple of .04%) and the price (ex- 
clusive of accrued dividends) to be paid to Public Service 
(which shall be not less than $100 or more than $102.75 
per share) will be determined by the competitive bidding. 
The terms of the preferred stock include a five-year prohi- 
bition against refunding the preferred stock, directly or 
indirectly, with funds derived from the issuance of debt 






securities at a lower effective interest cost or other prefer 
red stock at a lower effective dividend cost. It is stated 
that under Oklahoma law, the affirmative vote of the 
holders of a majority of the aggregate number of outstanding 
shares of both common stock and preferred stock, voting 
together, is required for the adoption of the proposed 
amendment to the charter. Central and South West Cor- 
poration owns all of the 8,565,000 outstanding shares of 
common stock of Public Service (which constitute more 
than a majority of the aggregate number of outstanding 
shares of both the common stock and the preferred stock 
and which account for over 83% of the votes eligible to be 
cast on the proposition) and has stated its intention to vote 
the shares held by it in favor of the amendment. 


The net proceeds from the sale of the bonds and preferred 
stock will be applied by Public Service to the payment of 
its short-term notes to banks, estimated to aggregate about 
$31,000,000, and the balance will be applied to its future 
construction expenditures, estimated at $76,252,000 for 
1974. 


The issue and sale of the bonds and preferred stock have 
been authorized by the Corporation Commission of the 
State of Oklahoma. No other state commission and no 
federal commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18172), and no hearing has been requested of or ordered by 
the Commission. Upon basis of the facts in the record, it 
is hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary ;.and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rules 24 and 50 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18253/January 11, 1974 


In the Matter of 
UTAH POWER & LIGHT COMPANY 


Salt Lake City, Utah 
(70-5434) 


ORDER AUTHORIZING (1) ACQUISITION OF POL- 
LUTION CONTROL FACILITIES (“FACILITIES”) BY 
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REGISTERED HOLDING COMPANY (2) LEASE OF 
FACILITIES BY REGISTERED HOLDING COMPANY 
TO COUNTIES (3) SUBLEASE OF FACILITIES BY 
COUNTIES TO REGISTERED HOLDING COMPANY (4) 
ISSUANCE OF FIRST MORTGAGE BONDS BY REGIS- 
TERED HOLDING COMPANY AND PLEDGE THEREOF 
TO COUNTIES AS SECURITY FOR SUBRENTALS DUE 
UNDER SUBLEASE OF FACILITIES; AND (5) EX- 
CEPTION FROM COMPETITIVE BIDDING 


Utah Power & Light Company (“Utah”), an electric utility 
company and a registered holding company, has filed an 
application-declaration and amendments thereto with this 
Commission designating Sections 6(a), 7, 9, 10 and 12(d) 

of the Public Utility Holding Company Act of 1935 (”Act”) 
and Rules 44(b) (3) and 50 promulgated thereunder as appli- 
cable to the proposed transactions. 


Utah states that to comply with federal and state pollution 
control statutes, it is necessary for Utah to construct certain 
air and water pollution control facilities at its following 
steam electric generating units: (i) Huntington Unit No. 1, 


presently under construction in Emery County, Utah (“Hunt- 


ington Unit”); (ii) Carbon Units Nos. 1 and 2, presently in 
operation in Carbon County, Utah ("Carbon Units”), and 
(iii) Naughton Units Nos. 1 and 2, presently in operation in 
Lincoln County, Whoming (“Naughton Units”). Utah pro- 
poses to acquire, improve, and equip the facilities with 
financing obtained from the proceeds of sale of pollution 
control revenue bonds ("revenue bonds”) aggregating not 
more than $41,000,000 to be issued by the counties in 
which the facilities are located. 


Utah proposes to enter into an Equipment Lease (“lease”) 
with-Emery County, Utah, pursuant to which the county 
will undertake to issue its revenue bonds in principal amount 
not to exceed $14,000,000 and also under which Utah will 
agree to acquire, improve and equip the facilities at the 
Huntington Unit, using the proceeds from the sale of the 
revenue bonds to finance the project. 


Emery County will issue its revenue bonds under an in- 
denture of trust (“indenture”) providing that the revenue 
bonds will mature 30 years from issuance and will bear 
interest payable on a semi-annual basis. Proceeds from the 
sale of the revenue bonds will be deposited with a trustee 
(“trustee”) under the indenture. The lease will provide that 
Utah will lease the facilities to the county for a term equal 
to the maturity of the revenue bonds plus one day for a 
rental equal to the proceeds from the sale of the revenue 
bonds (except any accrued interest and premium). The 
lease will also provide for the payment of rentals in re- 
imbursement of Utah’s cost of acquiring the facilities out 
of the revenue bonds’ proceeds deposited with the trustee. 
Should the proceeds be insufficient to pay all of the cost of 
acquisition of the facilities, the lease will require Utah to 
pay any additional cost. 


Utah will also enter into a sublease with Emery County, 
Utah, pursuant to which the county will sublease the 
facilities back to Utah for a term equal to the maturity of 
the revenue bonds and at a subrental which will be suffi- 
cient to pay the principal, interest and any premium on 
the revenue bonds as such payments become due. All sub- 
rentals will be assigned and paid directly to the trustee and 
will be deposited in a bond fund ("bond fund”) created 
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under the indenture. For financial and accounting pur- 
poses, Utah’s obligation under the sublease to pay the 
principal amount of the revenue bonds will be capitalized 
by Utah. 


The sublease provides that Utah may prepay subrentals to 
effect redemption of some or all of the revenue bonds as 
follows: Utah may prepay subrentals (a) in whole or in part, 
at any time on or after ten years from the date of issuance 
of the bonds, and (b) in whole at the option of Utah, in 
certain other specified contingencies. Utah must prepay 
subrentals if because of changes in law, the sublease becomes 
void, unenforceable or impossible of performance. Prepaid 
rentals in the case of prepayment under (a) above will 
include applicable redemption premiums on the bonds as 
required by the indenture. Prepayment of rentals in other 
cases will not include such premium. 


Utah states that it has been advised that the revenue bonds 
will enjoy a rating equivalent to the rating of Utah's First 
Mortgage Bonds if Utah pledges a new series of its First 
Mortgage Bonds ("pledged bonds”) with the trustee in 
principal amount equal to the principal amount of the 
revenue bonds. The pledged bonds will be security for the 
payment of principal of and interest on the revenue bonds. 
Utah proposes to issue the pledged bonds pursuant to a 
Twenty-first Supplemental Indenture (“Supplemental In- 
denture”) to its Mortgage and Deed of Trust, dated as of 
December 1, 1943. Utah will also enter into a pledge agree- 
ment with the trustee, pursuant to which Utah will pledge 
the pledged bonds; the pledge agreement provides, among 
other things, that the pledged bonds will not be transfer- 
rable except to a successor trustee. 


The supplemental indenture will provide that upon redemp- 
tion, in whole or in part, of the revenue bonds, the pledged 
bonds shall be redeemed in whole or in like part. The pled- 
ged bonds will have a 30 year maturity and will bear interest 
at the same rate as the revenue bonds, but Utah’s obliga- 
tions to make any principal and interest payments on the 
pledged bonds shall be satisfied to the extent that any 
principal and interest payments then due on the revenue 
bonds shall have been paid or there shall be available funds 
in the bond fund to make such payments. Failure by Utah 
to make the payments on the pledged bonds (except as so 
satisfied) will constitute an event of default under Utah’s 
Mortgage and Deed of Trust, dated as of December 1, 
1943. 


Failure of Utah to make required subrental payments shall 
constitute an event of default under the indenture. Under 
terms of the pledge agreement, upon the failure of Utah to 
make any required subrental payment, the trustee is en- 
titled to payment of the pledged bonds to satisfy such 
subrental payment for which funds are not available in the 
bond fund. 


The pledge agreement further provides that upon deposit 
with the trustee of funds sufficient to pay or redeem all or 
any part of the revenue bonds or upon delivery of out- 
standing bonds to the trustee for Utah’s account, the 
trustee will be obligated to surrender to Utah for cancel- 
lation pledged bonds in principal amount equal to the 
principal amount of revenue bonds for the payment or 
redemption of which such funds shall have been deposited 
or applied or which shall have been so delivered. 
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Utah proposes to enter arrangements with Carbon County, 
Utah, and Lincoln County, Wyoming, substantially identical 
to those described between Utah and Emery County, Utah. 
The arrangements will provide that Carbon County, Utah 
will issue and sell its revenue bonds in principal amount not 
to exceed $11,000,000 and that Lincoln County, Wyoming 
will issue and sell its revenue bonds in principal amount not 
to exceed $16,000,000. It is contemplated that each 
county will make cash payments to mandatory cash sink- 
ing funds beginning in the 15th year the revenue bonds are 
outstanding. Between the 15th year and the final maturity 
of the bonds, sinking fund payments will be made in a total 
amount sufficient to cover 25% of the principal amount of 
revenue bonds outstanding. 


It is stated that the rights of the counties under their re- 
spective leases and subleases are subordinate to the rights of 
the holders of Utah’s First Mortgage Bonds. 


Utah states that it is anticipated that each county will sell 
its revenue bonds pursuant to arrangements with a group of 
underwriters represented by Blyth Eastman Dillon & Co., 
Incorporated; Goldman, Sachs & Co. and Burrows, Smith, 
and Company. The interest rate to be borne by the bonds 
will be fixed by the Board of County Commissioners of the 
respective county. While Utah will not be a party to the 
underwriting arrangements for the revenue bonds, it is 
stated that the agreements between the underwriters and 
each county will not be entered into unless the terms of 
such bonds and their sale shall be satisfactory to Utah. 


Utah states that it has been advised that issuance of the 
revenue bonds by the counties is contingent.upon receipt 
of an opinion of counsel stating that the interest payable 
on the revenue bonds will be exempt from federal income 
taxation and that such an opinion of counsel has been 
received. Utah also states that it has been advised that the 
annual interest rates on obligations, interest on which is 
exempt from federal income taxation, historically have 
been, and can be expected at the time of issue of the 
revenue bonds to be, 142% to 2%% lower than the rates of 
obligations of like tenor and comparable quality, interest 
on which is fully subject to federal income tax. 


Issuance and pledge of the pledged bonds are excepted 
from the competitive bidding requirements of Rule 50 

by reason of clause (a) (5) thereof on the grounds that the 
pledged bonds are to be issued and pledged solely to the 
trustees under the indentures with respect to the revenue 
bonds, and no public offering of the pledged bonds is to 
be made. 


The Public Service Commission of Wyoming and the Idaho 
Public Utilities Commission have approved the issuance of 
Utah’s pledged bonds to be pledged in the proposed trans- 
action and no other state commission and no federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18227) and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 





adverse findings are necessary ; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-decla- 
ration, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act, and subject further to the reservation of jurisdiction 
ordered below. 


IT IS FURTHER ORDERED that jurisdiction be and here- 
by is reserved with respect to (i) the subrental obligations to 
be undertaken by Utah pursuant to the sublease agree- 
ments, and (ii) the interest rate to borne by Utah’s pledged 
bonds, insofar as the foregoing matters are affected by the 
effective interest rate or rates of the revenue bonds to be 
paid by the counties in connection with the transactions 
proposed in this proceeding. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18254/January 11, 1974 


Admin. Proc. File No. 3-4053 
in the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
MASSACHUSETTS GAS SYSTEM 
Westborough, Massachusetts 

(54-248) 

(70-5275) 


SUPPLEMENTAL MEMORANDUM OPINION AND 
ORDER GRANTING LEAVE TO FILE PETITION OUT 
OF TIME AND DENYING PETITION FOR REHEARING 


On October 31, 1973, we approved a plan of New England 
Electric System (“NEES”), a registered holding company, 
filed pursuant to Section 11(e) of the Public Utility Hold- 
ing Company Act of 1935 ("Act”), and denied an appli- 
cation filed by the Association of Massachusetts Consumers, 
Inc. (“AMC”) requesting a hearing on the plan and moving 
for consolidation of the proceeding on such plan with 
another NEES proceeding. 1/ On December 4, 1973, AMC 
petitioned for rehearing with respect to our order. NEES 
opposes this petition but takes no’position on AMC’s 
motion for leave to file its petition out of time. 2/ The 
plan proposed that NEES sell its capital stock interest in 
the Lawrence Gas Company (“Lawrence”), a subsidiary 
company, to Springfield Gas Light Company (“Springfield”), 
an exempt holding company under Rule 2 of the Act. The 
sale of Lawrence to Springfield was consummated on Nov- 
ember 14, 1973, effective as of October 31, 1973, in ac- 
cordance with the provisions of the plan, as amended. 
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Originally, Springfield contemplated acquiring Lawrence 
and merging it into either Springfield or Northhampton Gas 
Light Company, (renamed Bay State Gas Company ("Bay 
State”)), a wholly-owned subsidiary company of Spring- 
field. However, on advice of tax counsel Springfield re- 
arranged the form of acquisition so that Springfield and 
and Bay State were merged concurrently with the acqui- 
sition of Lawrence, leaving Bay State as the surviving com- 
pany and Lawrence as its sole subsidiary. The acquisition 
of Lawrence, whether by Springfield or by Bay State, is not 
subject to Sections 9(a) (2) and 10 of the Act. Bay State, 
the surviving company, is, like its predecessor, Springfield, 
an exempt holding company. Notice of the proposed sale 
of Lawrence, issued March 14, 1973, (Holding Company 
Act Release No. 17906) gave any interested person until 
April 9, 1973, to request in writing that a hearing be held. 
In accordance with Rule 23(e) the notice specified that any 
person requesting a hearing shall state the reasons for such 
request and the issues of fact or law raised by the plan 
which he desires to controvert. On April 9, 1973, AMC 
filed a request for hearing, an application to intervene 
therein, and a motion to consolidate the Springfield pro- 
ceeding with another case in which a hearing had already 
been granted. 


The other proceeding with which AMC sought consoli- 
dation involved the proposed sale of three NEES gas u- 
tility subsidiary companies, Lynn Gas Company (“Lynn”), 
Mystic Valley Gas Company ("Mystic Valley”) and North 
Shore Gas Company (“North Shore”) and Massachusetts 
LNG, Inc., (“Mass. LNG”), a gas storage company, to 
Eastern Gas and Fuel Associates ("Eastern”) the parent of 
Boston Gas Company ("Boston Gas”). A concurrent pur- 
chase of the assets of these gas utility companies and of the 
stock of Mass. LNG by Boston Gas was to be effected so 
that a single gas utility company would survive. AMC and 
others had requested a hearing on this proposed sale to 
Eastern. AMC’s request for a hearing set forth in detail 
the issues of fact and law which it desired to controvert as 
prescribed in our notice of the proposed sale and in Rule 


23(e). AMC cited five issues supported by factual allegations 


on which it claimed a hearing would be warranted. We 
ordered a hearing on that sale. AMC was allowed limited 
participation at the hearing in accordance with our Rules of 
Practice, and its counsel participated from time to time in 
the proceeding which lasted over seven weeks. The hearing 
was terminated when AMC and others settled their con- 
troversy with Eastern and NEES and withdrew from the 
proceeding, as noted in our Memorandum Opinion and 
Order of October 25, 1973, approving the sale of the NEES 
subsidiary companies. 3 / 


Although on April 9, 1973, AMC also requested a hearing 
on the proposed sale of Lawrence to Springfield, it did not 
specify reasons warranting a hearing on that particular 
transaction or state the particular issues of law and fact it 
desired to controvert. Aside from a general contention that 
the two sales should be heard together, AMC stated only: 
“[W] e request you to hold a public hearing on this matter 
which is subject to many of the same objections we raised 
against the proposed sale of Lynn, North Shore and Mystic 
Valley to Boston Gas.” 4/ 


On October 31, 1973, six days after authorizing the Eastern 
sale, we issued our Memorandum Opinion and Order which 
authorized the sale of Lawrence. 5/ We denied AMC’s re- 
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quest for a hearing because AMC had not presented any 
reasons to justify its request. 


This deficiency is more than a matter of form. A hearing is 
not ordered as a matter of course nor are we required to 
grant it merely because it has been requested. 6/ A hearing 
is a means of ascertaining the facts necessary to reach a4 
decision on legal issues in the proceeding. If a request for 
a hearing fails to specify the issues of fact or law which it is 
desired to controvert and the reasons why evidence must be 
taken to resolve such controversies, no issue has been 
drawn to define the scope of such hearing. Accordingly, in 
accordance with our established practice, our notice in this 
proceeding expressly required such specification. 7/ This 
procedure makes good administrative sence and at the very 
least serves to screen out requests for hearings on vague, 
unsubstantial or immaterial issues. Without it, a hearing 
may be futile or turned into a search for issues rather than 
an effective exploration of issues specifically identified and 
properly noticed. 


AMC cannot expect us to determine for it which of the 
“many” reasons it had specified in opposition to the pro- 
posed sale to Eastern had some relevance to the proposed 
sale of Lawrence and to recast them into issues to be heard 
in the latter proceeding. Pleading by allusion is no sub- 
stitute for the direct and explicit statement that we have 
required as this very case demonstrates. Even construed 
with the utmost liberality, AMC’s request would not justify 
a hearing on the Lawrence sale. 


it is clear that many of the AMC objections to the Eastern 
acquisition could in no way be applicable to the proposed 
Springfield acquisition. AMC objected to the proposed 
merger of Lynn, Mystic Valley and North Shore into Bos- 
ton Gas, Eastern’s subsidiary, because of Eastern’s sub- 
stantial stock interest in Algonquin Gas Transmission Com- 
pany, Boston’s supplier of pipeline:natural gas. Springfield, 
on the other hand, receives its pipeline gas from Tennessee 
Gas Transmission Company with which it has no corporate 
affiliation. 


Another AMC objection dealt with the alleged increment of 
market control by Boston Gas if it were allowed to merge 
with the three former NEES companies. Geographically, 
the utility properties to be acquired by Boston adjoined its 
existing territory and shared with it gas service to metro- 
politan Boston. In contrast, Lawrence and Springfield serve 
distinct areas of Massachusetts. AMC cited statistics show- 
ing an increase in Boston Gas customers, after the merger, 
from 338,680 on January 1, 1972, or 31.68 percent of all 
Massachusetts private utility gas customers, to 515,295 
customers, or 48.20 percent. No statistics were cited by 
AMC to show the respective market share or number of 
customers for Springfield, Bay State and Lawrence. How- 
ever, the record shows that as of January 1, 1972, Spring- 
field had 67,849 customers, Bay State had 8,000 customers 
and Lawrence had 32,791 customers. Obviously, the aggre- 
gate market share for Springfield and Bay State, assuming 
a combination with Lawrence, is in no way comparable to 
that of Boston Gas. 


In its petition for rehearing AMC seeks to restate its ob- 
jections to the Springfield sale. It is now alleged, for the 
first time, that, in terms of market concentration, Spring- 
field should not be considered as a single and isolated u- 
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tility company. Springfield is related to a group of other 
utilities through common executive personnel, 8/ and it is 
now urged that the effect of the Lawrence sale to Spring- 
field should be considered in this larger administrative con- 
text. 


The statutory relevance of these new allegations is by no 
means clear, but there is no need to pursue this issue now. 
For present purposes it is sufficient to note that these al- 
legations were not even remotely suggested by AMC’s 
original objections. In fairness to all concerned we do not 
deem it proper to reconsider the Lawrence sale, which has 
been consummated pursuant to our order, on the basis of a 
novel issue of doubtful merit or relevance that AMC has 
now presented to us for the first time. 9/ 


We could and did read AMC’s original request for hearing 
as raising an issue as to the maintenance of competitive 
conditions in the efforts by NEES to sell these companies. 
The bidding itself, the evaluation of the bids and the pre- 
paratory discussions NEES conducted with all prospective 
bidders involved Lawrence as well as Lynn, Mystic Valley 
and North Shore. It had to because NEES had offered, as 
one bidding alternative, the sale of all four companies to- 
gether. Because this issue was necessarily identical on both 
sales, we deferred action on the Lawrence sale until a full 
exploration of the bidding procedure was completed in the 
Eastern hearing. If any irregularities were to be uncovered, 
AMC’s counsel! had ample opportunity to uncover them in 
the seven weeks of hearings on the Eastern acquisition. 
Having found after a full hearing that the procedures 
adopted by NEES maintained competitive conditions-in 
sufficient measure to satisfy Section 12(d) and Rule 44, 
10. / we saw no need for another hearing for the purpose 
of again reviewing the same subject. 


From AMC's original request and from its present motion 
for rehearing, it appears that AMC’s main objective was to 
consolidate for hearing the two proceedings. They dealt 
with the sale of different properties to different purchasers 
at different prices, and, except for the question of the bid- 
ding procedure, the governing facts were not interrelated. 
We adhere to the original determination that consolidation 
would have encumbered each proceeding and purchaser with 
questions and proof foreign to the expeditious disposition 

of the particular transaction involved. 


AMC also takes exception to our determination that an 
acquisition of the stock of a utility company with a con- 
current liquidation or merger of the company acquired 
should be considered, under the Act, as an acquisition of 
assets rather than as an acquisition of utility securities. 

It requires no argument to show that this interpretation 
correctly reflects the substance of the transaction being 
examined. The acquisition of the stock is simply a method 
of transferring title to the assets. We have not been present- 
ed with any persuasive reasons to change our long standing 
interpretation of Section 9(a) (2). 11./ 


It appears that there was an inadvertent failure to serve 
AMC with the Order of October 31, 1973, authorizing the 
Lawrence sale. The motion for leave to file the petition 
for rehearing out of time is granted. 


For the reasons set forth above, the petition for rehearing 
is denied. 





By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Holding Company Act Release No. 18149 (October 
31, 1973). 


2/ Rule 21(a) of our Rules of Practice permits a petition 
for rehearing but a petition for rehearing is not a pre- 
condition to appellate review of a Commission order under 
Section 24(a) of the Act. 


3/ Holding Company Act Release No. 18133 (October 25, 
1973). 


4/ This request appears in a prior letter of AMC to the 
Administrative Law Judge, dated March 29, 1973, annexed 
to the application as Appendix B. The request for hearing 
on the Eastern sale referred to was annexed as Appendix A. 
The application of April 9, 1973, itself was directed pri- 
marily to identifying AMC and arguing for consolidation of 
the two proceedings. 


5/ The price paid for NEES’ stock interest was $6,638,000 
or 183% of book value. The minority stockholding of Law- 
rence will be paid the same price. 


6/ See Gulf States Utilities Co. v. F.P.C., 411 U.S. 762, 
(1973). 


7/ Holding Company Act Release No. 17906 (March 14, 
1973)..Cf Rule 23 (e) and Rule 23(c). 


8/ For many years, Springfield Gas Company, Fitchburg 
Gas and Electric Light Company, Brockton-Taunton Gas 
Company (Massachusetts) Concord Electric Company and 
Exeter and Hampton Electric Company (New Hampshire) 
and Orange and Rockland Utilities, Inc. (New York), an 
exempt holding company with subsidiaries in adjacent 
portions of New Jersey and Pennsylvania, have shared 
executive offices and certain other administrative services. 


9/ AMC's statement that as a result of the sale Lawrence is 
transferred from one combination gas and electric utility 
holding company to another is unfounded. Springfield is 
not part of a statutory holding-company system, and none 
of the companies with which it has any administrative 
relationships conduct an electric utility business in Law- 
rence. The sale of Lawrence effectively separates its gas 
business from the electric service that NEES provides in 
that area. 


10 / Holding Company Act Release No. 18133(October 
25, 1973). 


11/ Crescent Public Service Company, 22 S.E.C. 426, 432 
(1946). The same rule is well established in tax law. Cf. 
Ashland Oil & Refining Corp. v. Commissioner, 99 F. 2d 588 
(C.A. 6, 1936), cert. den., 306 U.S. 661; Kanawaha Gas & 
Utilities Co. v. Commissioner, 214 F. 2d 685, 691 (C.A. 5, 
1954). 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8163/January 4, 1974 


In the Matter of 


LIONEL D. EDIE CAPITAL FUND, INC. 
FUNDAMERICA OF JAPAN, INC. 

EDIE SPECIAL GROWTH FUND, INC. 

EDIE SPECIAL INSTITUTIONAL FUND, INC. 
EDIE MANAGEMENT SERVICES, INC. 

EDIE FUND SALES, INC. 

530 Fifth Avenue 

New York, New York 10036 


and 


GEORGE F. JAMES 

191 Cat Rock Road 

Cos Cob, Connecticut 06807 
(812-3546) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a) (19) OF 
THE ACT 


Lionel D. Edie Capital Fund, Inc. (“Capital Fund”), Fund- 
america of Japan, Inc. (“Fundamerica”), Edie Special 
Growth Fund, Inc. ("Edie Growth”), Edie Special Insti- 
tutional Fund, Inc. ("Edie Institutional”) (collectively 
“Funds”), open-end, diversified management investment 
companies registered under the Investment Company 

Act of 1940 (“Act”), the investment adviser of the Funds, 
Edie Management Services, Inc. (“Adviser”), the distributor 
of shares of the Funds, Edie Fund Sales, Inc. (“Distributor”), 
and George F. James (“James”) have filed an application 
for an order of the Commission pursuant to Section 6(c) of 
the Act declaring that James shall not be deemed an “inter- 
ested person”, as defined under Section 2(a) (19) of the 
Act, of the Funds, Adviser, and Distributor solely by 
reason of his status as a director of the Equitable Life 
Assurance Society of the United States. 


The Commission on December 5, 1973, issued a notice of 
filing of said application(Investment Company Act Release 
No. 8127). The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dis- 
posing of the application might be issued upon the basis of 
the information stated in the application unless a hearing 
should be ordered. No request has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a) (19) of the Act be, and hereby is, granted ef- 
fective forthwith. 
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The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 






IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a) (19) of the Act be, and hereby is, granted ef- 
fective forthwith. 





For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT OF 1940 
Release No. 8164/January 4, 1974 


In the Matter of 


FIFTH EMPIRE FUND, INC. 
THIRD EMPIRE FUND, INC. 
421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 
(812-3475) 


ORDER AFFIRMING PREVIOUSLY ISSUED ORDER 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 17(a) OF THE ACT PUR- 

SUANT TO SECTION 17(b) 


Fifth Empire Fund, Inc. ("Fifth") and Third Empire Fund, 
Inc. (“Third”), both registered as diversified, open-end 
management investment companies under the Investment 
Company Act of 1940 (“Act”), have filed an application 
pursuant to Section 17(b) of the Act for an order exempting 
from the provisions of Section 17(a) of the Act the pro- 
posed merger of Third into Fifth on the basis of their re- 
spective net asset values. 


} 
On November 2, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8069) of the filing of the application. 
The notice gave interested persons an opportunity until 
5:30 p.m. on November 27, 1973, to request a hearing and 
stated that an order disposing of the application might be 
issued on the basis of the information stated therein unless 
a hearing should be ordered. On November 29, 1973, an } 
order was issued (Investment Company Act Release No. 
8114) for the Commission, by the Division of Investment 
Management Regulation (the “Division”), pursuant to 
delegated authority, granting the application. Such order 
was issued by the Division in reliance upon iriformation 
provided that no request for hearing had been received be- 
fore the expiration of the notice period. In fact, a request 
by the Independent Investor Protective League for a hearing 
on this matter was received by the Office of the Secretary 
of the Commission on November 27, 1973. 








After consideration of the request for a hearing, it does 

not appear to the Commission that a hearing on the appli- 
cation is necessary or appropriate in the public interest or 
for the protection of investors. 




























The Commission has considered the application and finds 


that the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is con- 
sistent with the policies of Fifth and Third and with the 
general purposes of the Act. Accordingly, 


IT IS ORDERED that the order issued on November 29, 
1973 (Investment Company Act Release No. 8114) ex- 
empting pursuant to Section 17(b) of the Act the pro- 
posed transaction as set forth in the application from the 
provisions of Section 17(a) of the Act be, and it hereby is, 
affirmed effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8165/January 4, 1974 


In the Matter of 


EXCELSIOR INCOME SHARES, INC. 
20 Exchange Place 

New York, New York 10005 
(812-3494) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a) (19) OF 
THE ACT 


Excelsior Income Shares, Inc. (the “Fund”), a diversified, 
closed-end management investment company registered 
under the Investment Company Act of 1940 ("Act"), has 
filed an application pursuant to Section 6(c) of the Act 
for an order of the Commission declaring that James H. 
Walker (“Walker”) shall not be deemed an “interested 
person” of the Fund within the meaning of Section 2(a) 
(19) of the Act solely by reason of his status as a director 
of the Equitable Life Assurance Society of the United 
States (“Equitable”), a broker-dealer registered under the 
Securities Exchange Act of 1934. 


The Commission on August 31, 1973, issued a notice of 

the filing of said application (Investment Company Act Re- 
lease No. 7971). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the basis 
of the information stated in the application unless a hear- 
ing should be ordered. On September 17, 1973, the Com- 
mission received a request for hearing in this matter by the 
Independent Investor Protective League, and on September 
27, 1973, the Commission received a response thereto by 
the Fund. After considering the request for a hearing and 
the response thereto, the Commission has determined that 


it does not appear that a hearing on the application is neces- 


sary Or appropriate in the public interest or for the pro- 
tection of investors. 


The Commission has considered the matter and has found, 
on the basis of the facts stated in the application that the 
granting of the requested exemption is appropriate in the 


public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Sec- 
tion 2(a) (19) of the Act be, and hereby is granted, effective 
forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8166/January 7, 1974 


In the Matter of 


RENAISSANCE FUND, INC. 
c/o Eric S. Emory, President 
31 Taunton Road 

Scarsdale, New York 10583 
(811-2003) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On December 3, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8122) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 ("Act”), to declare by order upon its own 
motion that Renaissance Fund, Inc. (“Fund”) has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that Fund has 
ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of Renaissance Fund, Inc. under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8167/January 9, 1974 


In the Matter of 


MARKET GROWTH FUND, INC. 
127 John Street - 19th Floor 
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New York, New York 10038 
(811-1254) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (“Act”), to declare by order upon its own 
motion that Market Growth Fund, Inc., (“Fund”) regis- 
tered under the Act as an open-end, non-diversified manage- 
ment investment company, has ceased to be an investment 
company as defined in the Act. 


Fund, formerly named Capital Growth Fund, Inc., was 
organized as a Maryland corporation on April 8, 1964, and 
filed a Notification of Registration on Form N-8A on April 
9, 1964, and a Registration Statement under the Act on 
Form N-8B-1 on July 7, 1964. 


On July 5, 1973, pursuant to an Agreement and Plan of 
Reorganization dated as of February 1, 1973, Fund 
transferred substantially all of its assets to Pennsylvania 
Mutual Fund, Inc. (“PMF”), a Delaware corporation and 

a registered investment company, in exchange for 
118,626.923 shares of PMF Capital Stock. Subsequently, 
the Fund’s remaining 112,572.615 shares of PMF Capital 
Stock were distributed to the Fund’s stockholders of 
record as of October 26, 1973. The Fund presently has no 
assets, no liabilities and no stockholders. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and, upon the 
effectiveness of such order, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than February 4, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, D. 
C. 20549. Acopy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
applicant at the address stated above. Proof of such service 
(by affidavit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As pro- 
vided by Rule O-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the application 
will be issued as of the application will be issued as of 
course following said date unless the Commission there- 
after orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 















INVESTMENT COMPANY ACT OF 1940 
Release No. 8168/January 9, 1974 





In the Matter of n 


FIRST SECURITY GROWTH FUND, INC. 
100 Continental Building 
Omaha, Nebraska 68102 
(811-1212) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- | 
TION PURSUANT TO SECTION 8(f) OF THE ACT F 


NOTICE IS HEREBY GIVEN that the Commission proposes, | 
pursuant to Section 8(f) of the Investment Company Act of 
1940 (“Act”), to declare by order upon its own motion that f 
First Security Growth Fund, Inc., (“Fund”) registered 4 
under the Act as an open-end, diversified management in- I 
vestment company, has ceased to be an investment company ( 
as defined in the Act. 


Fund was organized as a Delaware corporation on Decem- 

ber 17, 1962, and filed a Notification of Registration on | 

Form N-8A and a Registration Statement under the Acton | | 

Form N-8B-1 on April 8, 1963. 3 
I 
I 
\ 


On December 8, 1972, pursuant to an Agreement and Plan 
of Reorganization, dated as of October 25, 1972, Fund trans- 
ferred all of its assets to Mutual of Omaha Growth Fund, 
Inc. (“Mutual”) in exchange for shares of Mutual which 
have since been distributed to Fund’s shareholders. Fund 
presently has no assets and no stockholders and has been 
dissolved in accordance with the laws of the State of Dela- 
ware. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, on its own motion or upon application, 
finds that a registered investment company has ceased to be 
an investment company, it shall so declare by order, and, 
upon the effectiveness of such order, the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than February 4, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature ofhis | 
interest, the reason for such request, and the issues of fact 

or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, 

D. C. 20549. Acopy of such request shall be served per- 
sonally or by mail (air mail if the person being served is j 
located more than 500 miles from the point of mailing) 
upon applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule O-5 of the Rules and Regu- 
lations, promulgated under the Act, an order disposing of 
the application will be issued as of course following said 
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date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive notice of further developments 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





| INVESTMENT COMPANY ACT OF 1940 
Release No. 8169/January 9, 1974 


In the Matter of 


BONDQUEST DEBENTURE FUND, INC. 
| 127 John Street - 19th Floor 

New York, New York 10038 

(811-2236) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On November 23, 1973, a notice was issued (Investment 
| Company Act Release No. 8097) stating that the Com- 
mission proposed, pursuant to Section 8(f) of the Invest- 
ment Company Act of 1940 ("Act"), to declare by order 
upon its own motion that Bondquest Debenture Fund, 
Inc., (“Fund”) has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating regis- 
tration might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The Matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


ITIS HEREBY ORDERED, pursuant to Section 8(f) of the 


Act, that the registration of Bondquest Debenture Fund, Inc. 


under the Act shall forthwith cease to be in effect. 


} For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
) Release No. 8170/January 9, 1974 


In the Matter of 





PEOPLES EQUITY CORP. 
c/o Richard J. Wegener 
3535 Harney Street 












Omaha, Nebraska 68131 
(811-1858) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 ("Act”), to declare by order upon its own 
motion that Peoples Equity Corp. (“Peoples”), registered 
under the Act as a closed-end investment company and an 
applicant for a license under the Small Business Investment 
Act of 1958, has ceased to be an investment company as 
defined in the Act. 


Peoples was organized under the Nebraska Business Cor- 
poration Act on April 8, 1969. It filed its notification of 
registration on Form N-8A under the Act on April 28, 
1969, and it filed the combined registration Form N-5 
under the Act and the Securities Act of 1933 on April 16, 
1969. 


Information in the Commission’s files shows, among other 
things, that Peoples never made a public offering of its 
securities because it was unable to comply with the initial 
net worth requirements of Section 14(a) of the Act; that it 
never had any assets; and that it was dissolved as of August 
3, 1970. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order and, upon the effectiveness of such order, the regis- 
tration of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested persons 
may, not later than February 4, 1974, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secre- 
tary, Securities and Exchange Commission, Washington, D. 
C. 20549. Acopy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
Peoples at the address stated above. Proof of such service 
(by affidavit or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As pro- 
vided by Rule O-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application herein 
will be issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8171/January 9, 1974 


In the Matter of 


THE AMERICAN OPTION WRITERS INCOME FUND,INC. 
1 White hall Street 

New York, New York 10004 

(811-2191) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On December 5, 1973, a notice was issued (Investment Com- 
pany Act Release No. 8124) stating that the Commission 
proposed, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act”), to declare by order upon its own 
motion that The American Option Writers Income Fund, 
Inc., (“Fund”) has ceased to be an investment company as 
defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order terminating registration 
might be issued upon the basis of the information stated 
therein. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


This matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of The American Option Wri- 
ters Income Fund, Inc. under the Act shall forthwith cease 
to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8172/January 9, 1974 


In the Matter of 


GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street 
San Francisco, California 94104 


and 


RICHARD H. HOLTON 
436 Boynton Avenue 
Berkeley, California 94707 
(812-3552) 


ORDER PURSUANT TO SECTION 6(c) FOR EX- 
EMPTION FROM SECTION 2(a) (19) 


Golden Gate Income Securities, Inc. (“Fund”), a closed-end 
diversified management investment company registered 
under the Investment Company Act of 1940 ("Act”), and 
Richard H. Holton (“Holton”) have filed an application for 
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an order of the Commission pursuant to Section 6(c) of the 
Act declaring that Holton shall not be deemed an “inter- 
ested person” of the Fund within the meaning of Section 
2(a) (19) of the Act solely by reason of his status as a mem- 
ber of the Board of Trustees of the Northwestern Mutual 
Life Insurance Company (“Northwestern”). 











On December 10, 1973, a notice (Investment Company Act 
Release No. 8133) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the infor- 
mation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 








The matter has been considered and it is found that the 
granting of the requested exemption is appropraite in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption from the provisions of Section 
2(a) (19) of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. { 


George ‘A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8173/January 9, 1974 


In the Matter of 


FEDERAL STREET FUND, INC. 

225 Franklin Street 

Boston, Massachusetts 02110 

(812-3538) J 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING A PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


Federal Street Fund, Inc. (“Applicant”), a diversified, open- 
end management investment company registered under the 
Investment Company Act of 1940 (the “Act”), has filed an 
application pursuant to Section 17(b) of the Act for an 
order of exemption from Section 17(a) of the Act to per- 
mit the Estate of Howard Cullman to tender shares of Appli- 
cant for redemption in kind. 


The Commission on December 11, 1973 issued a notice of 
the filing of said application (Investment Company Act Re: 
lease No. 8134). The notice gave interested persons an oppo! 
tunity to request a hearing and stated that an order disposing 
of the application might be issued upon the basis of the 
information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 
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The matter having been considered, it is found on the basis 
of the information contained in the application that the 
terms of the proposed transaction, including the consider- 
ation to be paid or received, are reasonable and fair and do 
not involve overreaching on the part of any person con- 
cerned; that the proposed transaction is consistent with the 
policy of Applicant; and that the proposed transaction is 
consistent with the general purposes of the Act. 





iT |S ORDERED, pursuant to Section 17(b) of the Act, 
that the application for the above stated exemption from 
the provisions of Section 17(a) of the Act be, and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 


Release No. 8174/January 10, 1974 
In the Matter of 


NATIONAL TAX-EXEMPT BOND TRUST, 
SERIES 1 (AND SUBSEQUENT SERIES), TAX- 


EXEMPT BOND TRUSTS INCORPORATED 


235 Montgomery Street 
San Francisco, California 94104 
(812-3544) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 14(a) OF THE ACT AND FROM THE PRO- 
VISIONS OF RULES 19b-1 AND 22c-1 THEREUNDER 


National Tax-Exempt Bond Trust, Series | ("Fund”), a unit 
investment trust registered under the Investment Company 
Act of 1940 (“Act”), and its sponsor, Tax-Exempt Bond 
Trusts Incorporated (“Sponsor”), (hereinafter the Sponsor 
and the Fund are collectively referred to as “ Applicants”) 
have filed an application pursuant to Section 6(c) of the 

Act for an order of the Commission exempting the Fund 
(and subsequent series) from compliance with the pro- 
visions of Section 14(a) of the Act and exempting frequency 
of the capital gains distributions of the Fund and the 
secondary market operations of the Sponsor from the pro- 
visions of Rule 19b-1 and Rule 22c-1, respectively, under the 
Act. 


On December 20, 1973, a notice (Investment Company Act 
Release No. 8141) was issued of the filing of said appli- 
cation. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 






vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that 
the application for the aforementioned exemptions from 
the provisions of Section 14(a) of the Act and from the pro 
visions of Rules 19b-1 and 22c-1 thereunder, be and hereby 
is granted, effective forthwith. 


For the Commission, by the Division of Investment Manage 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8175/January 10, 1974 


See Securities Exchange Act Release No. 10591/January 
10, 1974. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8176/January 11, 1974 


In the Matter of 


THE DREYFUS CORPORATION, Sponsor of The Drey- 
fus Investment Program 


UNIVERSAL PROGRAMS, INC., Sponsor of The Eagle 
Growth Shares Investing Programs and The Philadelphia 
Fund Investing Programs 


FRANKLIN DISTRIBUTORS, INC., Sponsor of The Frank- 
lin Investment Programs 


E.F.C. SPONSORS CORPORATION, Sponsor of E.F.C. 
Sponsors Corporation Plans for the Accumulation of 
Shares of Axe-Houghton Fund B, Inc., E.F.C. Sponsors 
Corporation Plans for the Accumulation of Axe-Science 
Corporation, E.F.C. Sponsors Corporation Plans for the 
Accumulation of Shares of Fund of America, Inc., and 
E.F.C. Sponsors Corporation Plans for the Accu- 
mulation of Shares of National Investors Corporation 


THE BANK OF NEW YORK 
48 Wall Street 

New York, New York 10015 
(812-3319) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTION 26(a) (2) (D) 


The Dreyfus Corporation, Sponsor of The Dreyfus Invest- 
ment Program; Universal Programs, Inc., Sponsor of The 
Eagle Growth Shares Investing Programs and The Philadel- 
phia Fund Investing Programs; Franklin Distributors, Inc., 
Sponsor of The Franklin Investment Programs; E.F.C. Spon- 
sors Corporation, Sponsor of E.F.C. Sponsors Corporation 
Plans for the Accumulation of Shares of Axe-Houghton 
Fund B, Inc., E.F.C. Sponsors Corporation Plans for the 
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Accumulation of Shares of Axe-Science Corporation, E.F.C. 
Sponsors Corporation Plans for the Accumulation of Shares 
of Fund of America, Inc., and E.F.C. Sponsors Corporation 
Plans for the Accumulation of Shares of National In- 
vestors Corporation, which programs and plans are unit in- 
vestment trusts registered under the Investment Company 
Act of 1940 (“Act”) (collectively referred to as the 
“Trusts”), and the Bank of New York (the “Bank”), a New 
York corporation which acts as custodian of the assets of 
each of the Trusts, (the “Applicants”), have filed an appli- 
cation pursuant to Section 6(c) of the Act for an order 
permitting the Bank to hold 5% of the assets of the Trusts 
as “book shares” i.e. as entries on the records of the transfer 
agents of the underlying investment companies (the 
“Funds”) in whose shares the assets of the Trusts are in- 
vested (each Trust having its assets exclusively invested in 
shares of one underlying Fund). 


On December 12, 1973, the Commission issued a notice of 
the filing of the application (Investment Company Act Re- 
lease No. 8136). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the basis 
of the information stated in the application unless a hear- 
ing should be ordered. No request for a hearing has been 
filed and the Commission has not ordered a hearing. 


The matter has been considered and it has been found that 
the granting of the requested exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that 
the application for exemption be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Manage- 


ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8177/January 11, 1974 


In the Matter of 


OPPENHEIMER SYSTEMATIC CAPITAL ACCUMU- 
LATION PROGRAM 

OPPENHEIMER TIME FUND CAPITAL ACCUMU- 
LATION PROGRAM 

CAPITAL ACCUMULATION PROGRAM OF SHARES OF 
OPPENHEIMER A.I.M. FUND 


and 

OPPENHEIMER MANAGEMENT CORPORATION 
One New York Plaza 

New York, New York 10004 

(812-3462) 


ORDER PURSUANT TO SECTION 11(c) AND 11(a) OF 
THE ACT TO PERMIT AN OFFER OF EXCHANGE AND 
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PURSUANT TO SECTION 6(c) FOR EXEMPTION FROM 
THE PROVISIONS OF SECTION 22(d), 27(d), 27(e) AND 
27(f) OF THE ACT AND RULES 22d-1, 27e-1 AND 27-1 
THEREUNDER 






Oppenheimer Systematic Capital Accumulation Program 
(“OSCAP”), the Oppenheimer Time Fund Capital Accumu- 
lation Program ("Time CAP”), the Capital Accumulation 
Program of Shares of Oppenheimer A.I.M. Fund ("AIM- 
CAP", coliectively referred to with OSCAP and Time CAP 
as the “Trusts”), each of which is registered as a unit invest- 
ment trust under the Investment Company Act of 1940 
(the “Act”), and Oppenheimer Management Corporation 
(“Oppenheimer”, collectively referred to with the Trusts as 
the “Applicants”) have filed an application for an order: 
(1) pursuant to Section 11(c) and 11(a) of the Act permit 
ting certain exchanges of plans issued by a Trust for plans is- 
sued by another Trust and (2) pursuant to Section 6(c) of 
the Act granting exemptions from Sections 22(d), 27(d), 
27(e) and 27(f) of the Act and Rules 22d-1, 27d-1 and 
27e-1 thereunder in connection with such exchanges. | 








On December 14, 1973, the Commission issued a notice of 
the filing of the application (Investment Company Act Re- 
lease No. 8139). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the basis 
of the information stated in the application unless a hearing | 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered and it has been found that | | 
it is necessary or appropriate in the public interest and | 
consistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act to 

grant the application. Accordingly, 


IT 1S ORDERED, pursuant to Section 11 of the Act, that 
the proposed offers of exchange be approved and | 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of | 
the Act that the request for exemption from Sections 22(d), 
27(e) and 27(f) of the Act and Rules 22d-1, 27d-1 and 27e- | 
1 thereunder be and is hereby granted. | 


For the Commission, by the Division of Investment Manage-_ } 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








LITIGATION 





Litigation Release No. 6193/January 9, 1974 





SEC v. CHRISTIAN EVANGELIZERS ASSOCIATION, 
INC., et. al. (W.D. Mo. Civil Action No. 73 C 64 SW) 







John |. Mayer, Administrator of the Chicago Regional Of- 
fice of the Securities and Exchange Commission, announced 
that on December 14, 1973, the Honorable John W. Oliver, 
United States District Judge for the Federal District Court 
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in Kansas City, Missouri, entered a Judgment of Permanent 
Injunction against Christian Evangelizers Association, Inc. 
alk/a Revival Fires ("Revival Fires”) and Cecil W. Todd, 
both of Joplin, Missouri. 





The Complaint, filed April 26, 1973, alleged that since in 

or about February, 1972, the defendants, in connection 

with the offer and sale of approximately $1,800,000 of 
Deposits for Evangelism Savings Certificates, made untrue 
statements of material facts and omitted to state material 
facts concerning the financial condition of Revival Fires and 
the safety and security of an investment in the Deposits for 
Evangelism Savings Certificates. The Complaint further al- 
leged that defendant, Revival Fires, was insolvent in that 

its liabilities exceeded its assets. 





| The Permanent Injunction restrains the defendants from 
engaging in the offer or sale of securities issued by Revival 
| Fires in violation of the anti-fraud provisions of the Federal 
securities laws. The Order also calls for Revival Fires to 
distribute $500,000 to holders of its securities on or about 
| January 1, 1974, with the balance of its indebtedness to 
| investors to be paid in eight equal quarterly distributions 
and requires Revival Fires to file audited quarterly reports 
of financial condition with the Commission. The Per- 
manent Injunction And Order Establishing Schedule And 
Procedure For Redemption of “Deposits For Evangelism” 
} was entered with the consent of the defendants who 
neither admitted nor denied the allegations of the Com- 
mission’s Complaint. 


For further information, see Litigation Releases 5874 and 
5900. 





Litigation Release No. 6194/January 9, 1974 


STATE OF TEXAS v. DONALD GRAY NORTON 
(TEX.) 


| Texas Securities Commissioner Roy W. Mouer, Harris 

County District Attorney Carroll S. Vance and Robert F. 
| Watson, Administrator of the Fort Worth Regional Office of 
the Securities and Exchange Commission, today jointly an- 
nounced that on November 1, 1973 State District Court 
Judge Lee Duggan, Jr. of Houston, Texas sentenced Donald 
Gary Norton of Houston to eight years in the penitentiary 
for fraud in the sale of securities. 


} On February 7, 1973 Donald Gary Norton entered a plea 
of guilty to an indictment returned on November 11, 1971 

) charging him with fraud in the sale of securities and felony 
embezzlement. 


The investigation leading to the indictment and conviction 
in this matter was conducted jointly by the Fort Worth 
, Regional Office and the Texas Securities Board. 


, For additional information, see Litigation Release Nos. 
xt dated December 17, 1971 and 5750 dated February 
, 1973. 





Litigation Release No. 6195/January 9, 1974 











SEC v. Canusa Holdings, Ltd. (Canada), et al. 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on January 2, 1974 the Commission filed a 
Complaint in the United States District Court for the 
Southern District of New York charging the following 
defendants with violations of the anti-fraud and registration 
provisions of the federal securities laws in connection with 
the purchase, offer to sell and sale of the common stock of 
Canusa Holdings, Ltd. (Canada) and Canusa Holdings, Ltd. 
(Delaware): 


Canusa Holdings; Ltd. (Canada), Fort Erie, Ontario 
Canusa Holdings, Ltd. (Delaware), Sparks, Nevada 
Edward H. Miller, Jr., Fort Erie, Ontario 

Robert B. Potts, Fort Erie, Ontario 

Vito J. Caruso, Buffalo, New York 

Robert Gooding, Rio Piedras, Puerto Rico 

Alfred Kohn, Bronx, New York 

STA Investors, Inc., Bronx, New York 

Norman Brodsky, Atlantic Beach, New York 
Transfers Unlimited, Inc., New Rochelle, New York 
Gertrude Sabatino, New Rochelle, New York 
Michael Weinstein, New York, New York 

Norman Gomberg, Great Neck, New York 

Howard Lawrence & Co., Inc., Newark, New Jersey 
Allen Gorer, Edgewater, New Jersey 

Samuel Rosengarten, Clifton, New Jersey 

Michael Mastrangelo, Livingston, New Jersey 

Erwin Gerstenzang, Little Neck, New York 


The Commission’s Complaint alleges that, beginning in 
1970 and continuing to the present, the defendants sold and 
aided and abetted the sale of approximately 850,000 
shares of the common stock of Canusa Holdings, Ltd. 
(Canada) and Canusa Holdings, Ltd. (Delaware) in vio- 
lation of the registration provisions of the Securities Act of 
1933. It is further alleged that in connection with these 
transactions Canusa Holdings, Ltd. (Canada), Canusa 
Holdings, Ltd. (Delaware), Miller, Potts and Caruso made 
use of material, non-public information, failed to disclose 
the true financial condition of the two companies, failed to 
disclose the true number of stockholders, sold stock in 
excess of the prevailing market prices, placed misleading 
restrictive legends on certain stock certificates and arranged 
a sham transfer of liabilities to facilitate the unlawful dis- 
tributions. 


It is further alleged that certain of the other defendants 
participated in the fraudulent activities described above, and 
recommended the purchase of the common stock of Canusa 
Holdings, Ltd. (Delaware) without any reasonable basis upon 
which to base such recommendations. Brodsky, an attorney, 
is also charged with preparing a false and misleading opinion 
letter which was used in the illegal sales and with paying 
Gerstenzang undisclosed compensation to induce and 
arrange for investors to purchase Canusa Holdings, Ltd. 
(Delaware) securities.’ Mastrangelo, a registered represent- 
ative at Howard Lawrence, is not to be confused with any- 
one by the same name who may be associated with a mem- 
ber of the New York Stock Exchange. 








Litigation Release No. 6196/January 9, 1974 
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SEC v. BELLIS & COMPANY 
(W.D. TEX.) 


Robert F. Watson, Administrator of the Fort Worth Region- 
al Office of the Securities and Exchange Commission, today 
announced that on December 27, 1973, Federal District 
Judge D. W. Suttle at San Antonio, Texas, entered an Order 
of Permanent Injunction by Consent against Bellis & Com- 
pany of Midland, Texas, a registered broker-dealer, and 
Harold A. Bellis of Phoenix, Arizona, formerly of Midland. 


The Order of Permanent Injunction enjoined Bellis & Com- 
pany and Bellis from further violations of the record keep- 
ing and financial responsibility provisions of the Securities 
Exchange Act of 1934. The defendants consented to the 
entry of the Order without admitting or denying the al- 
legations in the Commission’s complaint. 


For further information see Litigation Release No. 5902. 





Litigation Release No. 6197/January 9, 1974 


SEC v. FIDELITY PLAN, INC., et al. (N.D. GA Civil Action 
No. 19328) 


Jule B. Greene, Administrator of the Atlanta Regional Of- 
fice of the Securities and Exchange Commission, today an- 
nounced that Honorable William C. O’Kelley, United States 
District Judge for the Northern District of Georgia, at At- 
lanta, entered an order appointing Thomas P. Gresham, 
Suite 2850, National Bank of Georgia Building, 34 Peachtree 
Street, N.W., Atlanta, Georgia, receiver for Institutional 
Finance Corporation, East Point, Georgia. The court re- 
served its decision on the Commission’s motion for a pre- 
liminary injunction against Institutional Finance Cor- 
poration, Fidelity Plan, Inc., a registered broker-dealer, 
Daniel G. Gunter and Claude L. Downs, also of East Point, 
Georgia, for alleged violations of the anti-fraud provisions 
of the Securities Act of 1933 and the Securities Exchange 
Act of 1934 in the sale of church bonds and against Insti- 
tutional Finance Corp., aided and abetted by the other 
defendants from transacting business as a broker and dealer 
without being registered as such with the Commission and 
from extending and maintaining credit to or for customers 
on securities in violation of Section 11(d) of the Exchange 
Act. 


For further information see Litigation Release No. 6151. 





Litigation Release No. 6198/January 10, 1974 


SEC v. MOUNT EVEREST CORPORATION, et al. 
(U.S.E.D. Pa) 


William R. Schief, Administrator of the Washington Region- 
al Office and Thomas H. Monahan, Attorney-in-Charge of 
the Philadelphia Branch Office of the Securities and Ex- 
change Commission today announced that on January 2, 
1974, the Honorable J. William Ditter, Jr., entered a 

Final Judgment permanently enjoining Howard E. Katz of 
Elkins Park, Pennsylvania, former president of Mount 
Everest Corporation. 
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The order to which the defendant consented, without admit. 
ting or denying the allegations of the complaint, enjoins the 












defendant from violations of the anti-fraud provisions of the 
Securities Act of 1933 and the Securities Exchange Act of 
1934 in connection with the offer and sale of securities, 7 
namely short-term notes of Mount Everest Corporation or f 
any other securities. 
; c 3) T 
For further information, see Litigation Release No. 6168. c 
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Litigation Release No. 6199/January 11, 1974 
United States v. Deutsch, DuBoff and Dreisman 





The Securities and Exchange Commission and the United | 
States Attorney for the Southern District of New York an- 
nounced that an indictment was filed in the U.S. District 
Court for the Southern District of New York which charged S 


1; em 1 


Bernard Deutsch (“Deutsch”), Stanley DuBoff (“DuBoff”) | F 
and Daniel Driesman ("Driesman”) with, among other 

things, violations of the registration, and anti-fraud provi- | S 
sions of the Federal securities laws, mail fraud and con- ¢ 


spiracy to violate the Federal securities laws in connection 
with the purchase and sale of the securities of Frigitemp 
Corp. ("Frigitemp”). 


Deutsch, of Brooklyn, New York, and DuBoff of Rockaway, 
New Jersey, were each employed in 1969 and 1970 as regis- } 
tered representatives by Jaffee & Co. and Andresen & Co., 
broker-dealers in New York. Driesman, of Brooklyn, New 
York, is a Brooklyn attorney and was formerly a principal 

of Kelly, Andrews & Bradley, a defunct New York brokerage 
firm. 


In essence, the indictment charges Deutsch and DuBoff with 
inducing three Denver, Colorado mutual funds, the Fin- 
ancial Venture Fund, the Financial Dynamics Fund and the 
Financial Industrial Fund to purchase large blocs of the 
securities of Frigitemp in order to manipulate the market for | 
said security resulting in substantial losses to the Funds. 
Further the indictment charges Deutsch and DuBoff with 
obtaining a secret payoff from an official of Frigitempin | 
exchange for their help in selling a bloc of Frigitemp’s 
common stock. In addition, the indictment charges the } 
Defendants with issuing a false and misleading prospectus in 
connection with the sale of the securities of Frigitemp. 


Deutsch and DuBoff had previously been charged in four 
indictments with violations of the anti-fraud and registra 
tion provisions of the Federal securities laws, mail fraud 
and conspiracy to violate the Federal securities laws in con- } 
nection with the purchase and sale of the common stock of 
Acrite Industries, Inc., Richard Packing Co., and Integrated 
Medical Services, Inc. Driesman had been previously charged 
in two of the four indictments. Also charged in said indict: | 
ments were one executive of an investment management 
company, five executives of the issuers whose securities 
were involved and two former registered representatives of 
broker-dealers. 































TRUST INDENTURE ACT 





of ’ 
TRUST INDENTURE ACT OF 1939 
od Release No. 352/January 11, 1974 


The Securities and Exchange Commission has issued an 
order under the Trust Indenture Act, on an application of 
Potomac Electric Power Company, exempting its first 
mortgage bonds, due 2009, from certain provisions of the 
Act. 
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See Securities Exchange Act Release No. 10587/January 


9, 1974. 
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